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90322 Deeision No. ____ _ SEP'121979 

BEFORE THE PUBLIC t1'rILI'l"IES COMMISSION OF ,THE STATE OF CALIFORNIA 

In the matter of the application of ) 
SO~ CA.t.IFOR...~ GAS COMPANY to ) 
increase revenues to effset changed ) 
gas costs "under its· approved PGA ) 
procedures resulting from adjust- ) 
ments in ,the price of natural qas ) 
purchased; from TRANSWESTERN PIPE- ) 
LINE COMPANY, EL PASO NAT'ORAI. GAS ) 
COMPANY' and PACIFIC INTERSTATE ) 
TRANSMISSION' COMPANY; to adjust ) 
revenues under the supply adjust- ) 
ment mechanism to. reflect greater ) 

Application No. 58·724 
(Filed March 2, :1979) 

than anticipated collectien of ) 
revenues due to increases in natural ) 
gas supplies; to adjust revenue ) 
requirements as a result of the ) 
operation of the t~change adjust- ) 
ment clause; t~ revise Section H ) 
of its Preliminary Statement; and ) 
to implement an air conditioning ) 
lifeline allowance. ) 

-------------------------------, 
(S¢e Decision No. 90322 for appearances.) 

(Additional Appearances) 

*Edward D. Novikoff, for Seniors fer 
Political Actioh, protestant. 

*Manuel Kroman, for City of Los Angeles, 
Department of Transportation; Wise & 
Nelson, by Brownell Merrell, Jr., 
Attorney at Law, for Lundberg Surveys, 
Ine.; and Harry Phelan, for California 
Asphalt Pavement Association; interested 
parties •. 
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OPINION ... -. ...... -------
Southern California Gas Company (SoCal) seeks authority . 

to increase its rates to. provide additional gross revenues of 

$398, 737 ,000 for the 12 months ending March 31, 1980 to o,ffset 

the increased cost of purchased gas of 5589,S3-7,000 under its V 
approved Purchased Gas Adjustment (PGA) procedures, to rc'flect 

a Supply Adjustment Mechanism (SAM) reQuction in the amount of 

$201,658,000, and to utilize the Tax Change Adjustment Clause 

('l'CAC) to reco.ver revenue deficiencies of $10,85$,000. SoCal 

also seeks authority to revise Section H of its' Preliminary" 

Statement and to. implement a lifeline allowance for certain air 
conditioning load. 

After due notice, public hearings wfSre be·ld before 
Administrative Law Judgc N. R. Johnson at Los Angeles on, 

April 2'6 and 27, May land 2, and June 4,11, 12" 13, 14, lS, 

2S, and 26, 1979, and the matter was submitted' upon receipt of 
concurrent briefs due J'I;.1y 2'6, 1979 .. 

Briefs were received from SoCal, the Commission staff, 

Valley Nitrogen Producers,. Inc. (Valley), Union Chemical. Division 

of Union Oil Company (Ammonia Producers), California Manufac­

turers Association (CMA), General Motors Corporation, (GM), the 

city of San Diego (SO), and Southern California Edison Company 
CEdison). 

Testi:nony .... "as presented on behalf of' SoCal by.' its manager 
of rates and tariffS, M. J. Douglas; by a research engi.neer in 

-:he Regulatory Affairs Department, R. L· .. Fowler; by: a revenue 

service systems coord.inator, R. L. Ba.lle~;· by a gas. requirements. 

supervisor in the Regulatory Affairs. Departmen.t t E. K. Takemura; 

and by Eric Redd, the manager of alternate fuel reporting of ... 
Lundberg Surveys, Inc., a firm retained by SoCal. Testimony was 
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presented on behalf of Ammonia Producers by the deputy director of 

the california Department of Food and Agriculture, J. D. Scribner:' 

by the president of Valley, J .. H. Lindley; by the president of the 

CheI!lieals Division of the Union Oil Company of California,. T. C .. 
Henderson; by the director of the California Department of Food 

a:ld Aqriculturc, R. E. Rominger; by a vice president ofVa'lley. 

E. B. Lee; by the assistant director of th;e State of California,. 

Department of Economic and Business Development,. E. Stevenso~; 
by the :tanager of development for the union Chemical Division of 

Union Oil Company of California,. J. J. Clarke: by. the dean of'the 
• , ' c' •• 

School of Agriculture at cal Poly, Pomona, 1'. J. Cunha; .and by 

the director of the Giannini Foundation of Agricultural Economics 

at Berkeley and professor of agricultural economics at Davis, 

Univc:si ty of Califo:r:nia,. B. D. Gardner.. Testimony was presented 

on behalf of CMA by its airector of energy ana environmental 

quali ty,. R. E. Burt:. and on beha·lf of Edison by one of its 

regulatory cost engineers, L. J. Hearickand by Sherman H. Clark,. 

president of his own firm of consultants •. Testimony was presentea 

on behalf of the Commission staff by senior utilities engineers 

J. L. Fowler,. Jr., and J. M. Peeples,. by associate, utilities 

engineer J. R. Barrett. by assistant utilities engineerS. K. 

Gokhale,. by research analyst l>.A. Grimard. and. by Financial 
Examiner III R. A. Charvez. 

x - GENERAL 

The component parts of the matters to be addressed in 
this aecision are as follows: 

a. Synopsis of Decision 
b. The Interim Increase 
c. 'rariff Revisions 
a. Purchased Gas Adjustment. Procedures 
e. Supply Adjustment Mechanism 
f. Tax Change Ad.justment Clause 
g.. Consolidated Adjustment Mechanism 
h. Rate Design 
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II - S"X'NOPSIS OF .DECISION 
This deci:;;ion authorizes SoCal to increase its rates 

approximately '$356,578.,000 for the forecast year April 1, 1979 

through !>t:Lrch ll, 1980 to reflect a PGAincrease of $.564,048'.,000:, 
. . 

a SA.l.! decrease of $218 .. 185 .. 000 ". and a TCAC' increase of' S'lO:'~ 7is: ~ 000 • 
. ,".. ' 

Primary con'troversy on this matter focused on. the 
apportionment of the revenue requirement increase to- the var.ious .. 

customer groups:_ The methodolO9'Y proposed by the Commission staff 

of apportioning the- commodity charges relatedto,.PGAon· a uniform . / 
cents-per-'therm basis and the commodity charges related' to· SA.'1 

and TCAC on a u."liform perccnt-of-revenue basis was found. to: be 

reasonable and was adopted. 

The present rate to the Ammonia Producers. is tempo·ra-rily 

on the basis that the mar~in b·etw'eenrevenues from the 
. 

/ ....... . 
~ .... . 

continued 

sales and 
a whole. 

the average cost of gas was of benefit to the system as 
It is emphasized that rate relief for the Ammonia. 

Producers requiring subsidization by other ratepayers is ultim~tely a 

matter to be resolved by the Le~is1ature r~ther t:'lanthis Co'tllXdssion. 
Variou$ tariff provision' ehange:;;' proposed by SoCal s\''lch·· 

as calculating PGA requirements in therms rather than Mcf, providin~ / 

for compounding of' interest in the PGA and Gas· Exploration and 
Development Adjustments (CEDA) balancing accounts,., providing-

uniform descriptive text for all of its commodity rate-adjustment 
procedures and locating them. in Section H of the Preliminary State­
:lent, together with a summary table of base and effective· rates 

• , • I' 

a.''ld ineluded adjustments,' and the deletion of TCAC procedure 

statement limiting billing factor adj"ustments to: nonlifeline· 

usage were fotmd reasonable and adopted. 
The following illustrates that rates are increased as a 

result of this final opin~on to produce an additional $106:. 57S .• boo in 
revenue to cover SoCal's costs rorenergy. 
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~ount revenue requirement 
increase to offse-c. purchased 
gas expense 

Revenue reouiremen~ reduction 
:-esu1ting f.rom t.he application 
of the Supply Adjus~~ent 
Me chanis::l 

Revenue reeuirement increo.se 
for the TaX Charge Adjustrrt'en t 
Clause ": ! 

Total revenue requirement 
increase aut.horizedin, 
this proceeding . 

Revenue requirement, increase 
autho~zed by in~erim Decision 
No. 90322~ dated Yl3.y 22, \, 19,79 

Additional revenue requirement 
to be generated by rates 
authorized in this final opinion 

(Red Figure) 

-40.- . 
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$(21$,1$5·,000) . 

$ 10,71;,000 

S 356,.57$,000 

$ 250,000,00'0 

$ 106,57$:,000 
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III - THE INTERIM INCREASE 
The Commission staff's ~eview of the application indicated, 

that undercollections for the increases in theco-st of gas were 
accruing at an average rate of approximately $31,000,000 a month 
necessitating, in the staff's opinion, immediate interim' rate 

relief. As a result, early hearings on interim rate relief were 
held on April 26 and' 27, and Mayl and 2, 19'79'. An interim increase 
of approximately $2500 million on a forecast year basis ,was granted 
by D.90322 dated May 22, 1977. This decision provided' a urlifoJ:'m 
increase of 3.075 cents per therm f0l: all customers,. except the 
Am!uonia Producers,. with the provision that monies collected for. 
the interim increase were subject·to- refund and 

fall created by mO:'lies subsequentli':;, refunded .as 
,,~ 

subs<XtUent rate changes i:l this proceeding were . " 

any revenue short­
a r~sult o·f any 
to be reflected in " 

t~e appro?riate balancing account.. The Ammonia Producers are' subject 
to increase from the e£feetive date cf the interim 'increase should 
this Co:nmission determine such an increase is reasonable. 

IV - ~ARIFF REVISIONS 
SoCa1 proposes the following additions~ revisions" and/or 

relocations to its tariff schedules: 

1. Locate all commcdity rate adjustment prOvisions for the 
PGA" SA.'!., TCAC, and GEDA in ,section H of the Preliminary Statement.: 

2. Modify the text of the various commodity rate' adJ.ustment 
procedures so as to provide a relatively uniform. descriptive' fo:r:mat 
in one location. 

3. Provide a sUlU.'Uary table showing ·baseand .ef,fectiverates 
as well as the various commodity rate adjustments contained. in: 
the effective rates. 

-s-
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4. Provide that the PGA be calculated in thems .instead 0,£ 

in Mc!, using net gas purchases available for. resale for the 
12-month periOd beginning with the applicabl,e revision dates. 

5. Provide an adjustment· in SAM for±"ranehise fees,. 
uncollectible accounts expense (F&U) and company use related' 
to sales variations. 

6. Provide that PG,i'I .. and GEDA l:>alancing adjustments be 

modified. to provide for compounding- of interest as' currently 
provided for in the SAM and TCAC procedures. 

7. Delete statement in the TCAC procedure limiting the 
billing- factor adjustment to nonlifeline usage. 

S. Modify balancing- adjustments for SAM,. PGA, TCAC. and 
GEDA. to include estimated amounts for the per.iod between latest 
recorded data and the revision date. 

9. Provide an air conditioning- life~ine proposal. 
10. Provide rate differential for 'those GN-3 andGN-4 

customers with, the capability of burning- only NO.,. Z ,fuel'oil 
and those that'canutilize No. 6 fuel oil, petroleum coke, or 
coal. 

socal·s proposal to, provide uniform descriptive text 
for all of its commodity rate adjustment: proeed.uresand lOca.te 
them in Section H of the, Preliminary Statement, together with 
a summary table setting forth base and, effective rates, and the 
various commodity rate-adjustments included therein should 
enhance public tmd.erstand.ing of .these pr?Cedures and.· assist· 
SoCal·s personnel in the ad.minis,tration of its tariffs and will, 
therefore,'be ad.opted in the ensuin<; ord.er. 
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There was no opposition expressed by any party in this 
proceeding to Socalts proposal that the PGA .be calculated .in therms 

.. .:. 

instead. o£ Mcf, using net gas purchases available for resale for 
the l2-month period beginning' with the applicable revision'date, 
nor to the proposal that the PGA and GEOA balancing adj.ustments 
be modified to provide for compounding of inte~estas currently 
provided for in the SAM and '1'CAC procedures. Such proposals are 
~upported on the ~ecord on the bases 0'£ uniformity and compatibility' 
with Com:nission policy and procedures and will be adopted .. 

SoCal alleges that its proposed modification to SAM ~o' 
. , , 

reflect changes in F&U's and company use gas from test year levels, 
" ' ' 

resulting from supply variation, is consistent with the intent~f" 
D.S883S dated Y..ay 16,1978: in C .. l0621, our investigation into,SA.~.· 
D.S8835, supra,. state,s: "Revenues from the sale of gas less the 
cost of that gas equals the gas margin ••• ," (foo,tnote 2',., mimeo'. 
paqe 6) and notes that supply volumes and gas costs, as contrasted 
with other expenses, fluctuate in such an unpredictable and dramatic 
fashion as to require offset treatment. It is·SoCal's'positioTl 

that F&U' s relate directly to revenues which, in turn" relate 
directly to supply and should,. therefore, be included in the 
Sk~ revenue requirement computations. 

According to SoCal, the adoption of its proposal 
concerning F&U' s and company use gas will assure that;.'ove'rcollec­
tions related to lo ..... er than expected gas supply are refunded: 
£ully to- the customer andundercollections related to h:i:qher'than 
expected gas supply are recovered by SoCal. '1"hemeChani~s of 

, ' . ".. ""-"'., ",. 'Il 

these over- and u:c.dercollections were demons tra ted ,by' an exhJ.bJ. t~ 
.' 

and testimony presented, by one of, SoCal 's revenue service, system', 
coordinators. I~ was shown that without proposed, changes· the SAM 
adjustment did not accurately reflect the required F&U, adjustm~ntS. 

, , . 
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The staff's engineer accepted SoCal's inclusion Qf F&U·s 

in the revenue requirements computations. He testified that his 

computations reflected the' Pacific Gas & Elee'tric, Company" s (PG&E)' 

method~ which applies F&l.Ps against the cost o·f gas, . rather than 
SoCal· s method, but that it was. his opinion that the overall 

results would be the same. HC' '~as~nablc to verify:' his. computa-. '. 
tions within the time constraints of this proceeding and·therefore, 

for t..i."e purposes of this proceeding, adopted. SoCal ',:s computations. 
SoCal notes in its brief·· tha't the staffrs:: audit' report· . 

on this matter was' extensive in scope-and, found no ,fault with· 

SoCal··s present procedures. nor with the proposed F&U an~~l'co~~any 
use tracking proposals. 

In its brief SD argues that after c.onsideration of the 
'. 

F&U issue D.8SS3S, ~upra,. omitted the inclusion of F&U from 
Appendix B which sets forth the manner in which SAM was to: 'be 

computed. Under these circumstances,. SD believes that the­

inelusion of F&U in the SA.."1 computations should be effected. 

if at all, by reopening the generic SAM' case and not in an . 

offset proceeding s~ch as this one. SD also notes that over 

70 'percent of the SAM overcolleetions are due. to ·sales:to ... GN-S 

and wholesale customers and that there are no F&U"s'attributable 
to. those two classes. SD further argues, that SoCtll mainttlins:' 

that it must increase i'ts revenue requirements because, of· F&,U 

when its PGA is in an undercolleetion status and at. the same 

time reduce excess SA.'" revenue by aF&U factor item when the 

account is in an overcolleetion status. T~ SO, this represents. 
the best of both worlds and should not be allowed ~y this 

Commission._ 
." 
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The reco.rd supports So.Cal's pro.posed pro.cedure. 
Co.nsequently, it will be ado.pted for the purposes of this pro­

ceeding. Sho.uld further review revt::al pro.cedural inaccuracies" 
appro.priate acijustmentswill bemacie in the next o.ffset'pro.ceedinq';' 

SoCal's pro.posal to. delete' the 'l'CAC pro.cedure statement 
limiting billing facto.r adjustment to. no.nlifeline 'Usage to 

provide flexibility in future rate design decisions is meritorious 

and will be adopted. It should be noted" however, that the 
deletio.n o.f such statement in this proceeding· mercly'pernil:ts 
flexibility into the rate design and in no. ma .... mer mandates 'l'CAC 
adjustments t~ lifeline rates. 

" SoCal alleges that the purpose o.f'i:ts pro.posal' to.· 
include estimated amo.unts fo.r the period between the time of 
the latest recorded entries in the accounts and the revisio.n . , 

date is to make the balancing account adjustment arnountas 
current as possible and thereby minimize distort:io.ns that 'Would 
o.ccur if esti:c.ates were not used. ' 

The primary purpose of the commodity rate adjus~~ent 
procedures is to. pro.vide relatively prompt rate changes to. 
reflect recorded data differing substantially from general rate, 
proceeding ado.pted results of operation. Theutilizatio.n of 
estimated pros1)ec'tive data as a basis for computing the co~odity 
rate adj'ustrnents would tend to ,defeat this purpose and will::: not ,. 
be permitted. We will, however, adopt the Commission. staff"s 
reco:nmendatio.n that the latest month reco.rded" amounts, available', 
prior to the revision, date, be used with the provisionth'at any 
unaudited 3.mounts will be subject to adjustment . as. determi!'led ' 

by the staff accountant's audit for . the· next succeeding. filing •. 

',1- . 
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Both SoCal' s and the Commission staff's original rate 
proposals provide for air conditioning lifeline proposals as 

directed in D.S9710 dated December 12~ 1978 in SoCa1's- A .. S7639 
for a general rate increase. Subsequent to the filing of this, 
application, howevcr, such allowances were effected by an advice 
letter filing and need not be further considered at this time. 

SoCal initially proposed that Schedulcs GN-3and GN-4 
be bifurcated into two rates whereby those customers capable of 
burning residu::tl fuel oil, petroleum. coke, or coal as an alternate 
fuel would be billed under a lower rate than those customers.:':who 

did not have the capability of utilizing such an alternate fuel .. 
At the time of the filing of the application~ SoCal had not 
cOI:lpleted a survey to determine which of its c.ustomers we~e 
capable of burning s~ch lower cost alternate fuel and~ therefore, 
proposed a single unit rate them at a level compara~le to' the 
lower price of No.6 fuel oil (0.5 percent sulphur maximum).: 

Socal's witness subsequently testified that aftef:the preparation 
of the application with the accompanying original; prepared',: 

• • • - 1 

testimony ~ he came to the cone 1 u.s.ion . tha t SoCal should con'tinuc 
the policy of pricing all GN-3 and GN-4 customers at the 
competitive price of No. 6 fuel oil (0.5 percent sulphur maximum) 
for two reasons: (1) the Federal Enerqy Requlato~y CO%rLmission 
(F'ERC) will be releas:i.ng regulations on the incremental pricing 
portion of the Natural Gas Policy Act (NGPA) and SoCal should 
wait until these are issued before effecting a differential rate; 
and (2') the costs of converting a. boiler to have the capability 
of burning No. 6. fuel oil are relatively minimal and. Socal' would,,. 
therefore, have few, if any, customers taking service at the 
higher l:ate and would. experience acorrespond.inc; d.eerease in 
realized revenues .. 

-10-
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As to SeCal' s abandon.~ent of a differential rate pcrop.osal,. 
the st~r does not agree ·~th So Cal ':; argument that f'ewcustomers,' 

would t.ake se::-vice at the higher rate because of low conversion ' 
cost.s for installing No~ 6 oil burning equipment. Staff'c'on.tends that 

this position is based purely on the speculation of So Cal' s wi:tne:s,s: , 
, . 

a..--:.d not. on ::J..."lY study of the PG&E. system where such dif"rerentialrates. 

a:-e in effect.. 

Wit.h. regard to SoCal' s other argument, we take official 
, " 

not.ice that the PERC MS proposed regulations to implement the incre- , 
:ental prici:n.g provisio:n.s of the NGPA. The propo'sed regul·at.ions. 
in :ERC Docket No. RM79-l!P concern the mechanism for p'assing'thro'Ugh 
certain increased' well-head costs of gas from the interst.ate-, pipelines 

th:-ough the distribution companies to the designated indus.trial 

customers (large boiler fuel users) • These 'higher cost'swou:~d' be. \I 
assessed to the incrementally-priced users as a surch:,a~ge' on their'" 
utility bills measured by-the differcncebet.ween thegas'ra:techa~ged ./ 
by ~h~ dis~ributio.n company .:1."ld the a1tern,at.e fuel cost' ce:i:ii'ngi,n " 

',1,. . 

the region set by the FERC. 
:', 'oj. 

The proposed regulations in FERC, Do,cket No ... RM79,7Z1 
prescribe the :nan..'"l.e:- in which alternate fuel cost data woul-d .o'e .j' 
collected by the federal government and how th, e incremen.tal ': pricing 
ceilings would. be ealculat~ from this dat.aand published for ,use . ~' 

, " 

i: de-eermining the surcharge.. These proposed rules utilize;, amu:laii-, 

tier approach,. basi!lg t."le alternate fuel cost ceilings .on :t.he: costo·:f 
No·. 2 Oil, NO'. 6' low sulfur oil, and No .. 6 hie;}l sulfur 01:1 !n: the 
region. The drai"ters rejected. arguments or' some' indus:t.rial·; " 

customers, pi~line and distribution companies: in the earlY,stages' 
of the rulemaking proceeding that-the c,eiling should be set:; solely 
at the level or No. 6 oil. 

Over the last few months, the PERC, held a num'b-e:r:!,o,f" 
hearings a..'"l.d aece?~ writ.ten comments on 'the ·proPo,sed.'rules in' 
bot.h dockets. This phase of the rulemaking proeeedings: nO~"has:' 

, " . ~~ 
" 
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been completed and issuance of the final rules is pending.. . The 
r:.:.les mus~ ~ in place on t.he .:1."'lIli versn.ry of enaetmentof the NGPA 
(Nove:nber 9, 1979),. and the pass-through of. incremental cos.ts must 

begin as of: J3.Ilun.ry 1,. 1980.. , .. 
In its brief the staff notos t.ha-:. the one material difference, ,I , 

betwee:l t.he basic stoaf! rat.e dcsigIl recom!ncndation a."ldthe. rates 
established. by t.his Commission for PCi&E'is t.hat the stafi'" did no't, 

reco:n!':lend dif!'e::-ent.ial rates based Oll No .. 2 and No .. " 6i"uel' oil eost.s~ 
respectively. The st:lff engineer did" however,. prescn:t;t,wo,alt.e,rnate· 
rate proposals which provide such diff:crenti."l1 rat.es should. 'th~' 
Co~i$Sio:o. '.tJish 'to 3dopt such ra-ces on a s'Cate'W1de bas1s;.. The 
Co:mnission has adopted a policy of 'two-ticr-N~.. 2, and 
No-. 6 oil-alternate fuel cost. pricing for PG&E. (See D.S9316 .;L."ld , 
D.90L.24.) We vieW' this. policy. as consistent with the Na~ona.J.· Ene'rgy 

, . , 

Ac-:. and plan to extend it on a st.ltewid.e b.:tsis.. Becauseinadequa:t.e 
data was developed on the record in this proee-eding, we· will not at. 
this ti:ne au.t.h~rize different.ial rates fo·r :SoCal.. Ho·wever, SOCal 

. , ~. . 

will be require.d to cOlllplete further studies of i -e.s custom~rs" fueJ.:-
burning capa'oi1i ties a."ld pro.ct.ices as ~ell as tOI make quarterly' 
!ilings 01' a1 terna t.i ve fuel prices in i'tos service area.. .This 
ini'or:nat.ion zhall include,. but,. not b:e limited to·, the deli v.ered 
price per barrel, lot. zize,.. Stu cont.ent., and sulfur content. _, 
Separat.e rat.e sehedules for No. 2. a.."ld No'. 6 fuel oil 0.1 te:~tives. 
will be es-:.ablished -'oy, t"-rif! filing az soon as feasible pursuant too 
deeisions on subSeque~t. rate increase applications.. Su~happli~~tions 
.... 'ill be required t.o d.itferent.iate rates f'or these' classes: .. 

, -'" 
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Y - PURCHASED GAS ADJ'O'STMENT" PROCEDt1R.ES 

SoCal seeks authority to offset_ increases in the cost of 

natural gas purchased by it and its affiliate" Pacific Lighting 

Service Company, from:£l Paso- Natural Gas Company (El 'Paso.) ~'_ 

Transwestern Pipeline Company (Transwe'stern), Pacific Interstate 
Transmission Company (PITCO)" and California sources during the , 

perioo April 1, 1979 through March 31" 19,80 to offset, the effect 

of past adjustments in natural qas- purclia~e- costs which became. 

effective during the period June- 1" 1977 to April 1" 1979, and, to' 

eliminate the current balance in the PGA balancing accoun,t." The 
total PGA revenue requirement set forth in the application was 

~ 

$589,537,.000. The Commission staff witness adjusted this amount 

to reflect rc<iuctions in the El Paso and Transwestern rateso,rdered 

by FERC on March 30, 1979 and PG&E cost increases reflected in its 

A.58469 to. a(;rive SoCa1" s PGA revenue requirement of $S64"O'~S, 000. 

l'bis revenue requirement reflects forecast.year purchases, o'f 
• ' f 

789 ,521 MMcf of gas at an average price 01' $1.9219 per Mcf.'I; This_ 
,': - ':1 , 

?GA amount will be adopted for the purposes of this proceed:i:ng. 

·:1 ,,' 
,I 

! -
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, '!'., 
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VI - SUPPLY ADJUSTMENT MECHANISM 
SoCal is requesting authority to apply SAM to reduce its 

.' . ,I 

rat~s by the amount of revenues collected ,in excess o,f the' qa:: 
" 

margin of $584,129,000 adopted in D;'S9710, supra, and D.9010S' . .', 

dated March 27, 1979 on SoCa1's A.57639 for a, general rate, 
increase, and to further reduce its. rates to reflect ~ projc4ted 

, . I, 

overco11ection of gas margin during the 12-month period ending 
Marcil 31, 1980. I 

Both SoCal and the Commi:osion' staff ha ..... c revised, 

esti:tates of the SA!-1 revcm.:c requirement to reflect :updated data. ' 

I 
I 

1 
I' 

The staff's engineer stipulated to-SOCal's revised showingse-:: 
forth i:1 So Cal , s Exh.:"bi t. :3 2. The revise'd SAl";. revenue " /' 
overcollection is sc't as 321S,18:5,000 ar..d reflects -eo tal 

sales of 8,295,7i5 M-therr.\S. This amount will :be',adoptcdfol:" this/' 
proceeding _ 

VII - BALANCING ACCOUNTA!~lORTIZATION PERIOD 
, , 

The staff proposc$ that. the PGA and SAM over- or under:-

collections be a.'Ilortized over the forecast period, i.e., a l2-montb,,' ' 
• \" I. , I 

a:nortization period, and SoCal proposes that. such,over- or ~der~ 
collections be a:nortized over' the six-month period. be~ween. ~.~i:c:g~., / 

SoCa,l's method has the advantage of precludingdramatl.c, bUl.!d~ups' V . 
'" .. ," ......... 

o£ under- or overc:olleetions that could occur duringlongper10o.s 

of consistent. under- or ove:-collec:tions utilizingthest.aff's' 

method and will, therefo:-e, be adopted. 

-14- "0·""'" 
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Vlll - TAX CHANGE ADJUSTMENT CLAUSE 
'/,""" Y","·;,,, 

The TCAC revenue requirement was computed by the staff ' 

to be $10,715;000 and consists of a balance on December 31, 1978 
of $9,703,000 plus accruals from January 1, 1979 through March 31, 
1979 of $856,000 plus additional franchise tax and uncollectible 
accounts expense of $156,000.. This figure will be adopted. 

IX - CONSOLIDATED ADJUSTMENT MECHAN1SM ' 

Ordering Paragraph 2 of D.88S35" supra, states:. 

".. .,' . 

"2. In its initial filing for rate change 
under the Supply Adjustment Mechanism pro-
cedure, each utility shall include a proposal 
for consolidating the Supply Adjustment 
Mechanism with its purchase gas adjustment 
clause .. " 

In compliance with this paragraph SoCal proposed a 
consolidation of the SAM- and PGA-proposecl procedures as an extra 

, , 

step whil;c maintaining identification of all costs associated 
with qas purchases separately from. other costs.. ~n essence the 
procedure ~rovidcs for the separate computation of the'gas co'st 
adjustment amount and the supply adjustment amount and the 
combining of these two separate amounts as a scpar,ate' and extra 

step in the procedure. 

,/ 

As previously dis~ssed, we will adopt SoCal's proposal 
to locate all of its commodity rate ;l.djustment procedures ancl:" a 
s'Uml'o.a.ry table of base and effective rates in Section H of the 

Preliminary Statement. Such a procedure results in the consoli­
dation of all of SoCal's commodity adjustment procedures, including 

PGA and SAM and, therefore, automatically results in full 
compliance with the above-quoted Ordering Paragraph 2' of D'.SSS:~S.,. 

supra. 

.. 

-15-
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x - RATE DESIGN 
General 

Testimony and/or exhibits on rate design were presented 
into evidence on behalf of SoCal, the Commission -staff, Ammonia 
Producers, ~, and Edison. It is, therefore, obvious that the 

apportionment of any authorized increases to' the various customer 
qroups and the appropriate design for the various rates within the 

respective customer groups were the most, controversial, issues 
raised in this proceeding .. 

The total adopted revenue requirement to -be- allocated ' 
among the various customer groups as a result. of interim' D'.903:22 and I 
this final opinion is S356,57$,000, comput.ed as follows: 

PGA . 
SAM 

l'CAC 

Position of SoCal 

Total 

$564,;048 -

( 21S-·, 1851 ' 

10;,715, 
$356-,578 

SoCal·s initial proposal was to spread the increased 
revenue requirement to customer elasses by increaSing wholesale 
rates on the system average cents-per-thcrm increase; to establish 
the GN-S rate applieable to steam generating plants at the compar-

'. -

ative price of No.6-fuel oil (0.25 percent sulphur maximum); to. 
base the GN-3 and GN-4 rates at a priee competitive with the low 
identified priee of alternate fuels so as not to provide an economic 
incentive to leave the SoCal system in. favor of alternate fuels;: 
and to allocate the residue of the revenue requiremen.t by a 
formulary approach based on the present relative differences 
between the residential blocks. The testimony indicat~d that even 
at present rates a number of GN-l and GN-4 customers whose- combined· 

,.' 
I 
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annual consumption of natural gas. totals approximately 55 billion 
cubic feet of gas or in excess of 35 percent O'f the total.GN-3 
and GN-4 customers' cons\lInption have voluntarily switched' to­
alternate fuels for prolonged periods of time. According to- SoCal, 
i~ is therefore cssenti~l th~t it experience no further loss of 
GN-3, GN-4, and GN-5 customers. The loss of such customers, 
according to the record, could result in increasing the. additional 
revenue requirement for the remaining customers from. its ]presen't· 
level of 4.519 cents per therm to as much as 6.475 cents. pertherm. 

. . . 

While SoCal would prefer to have the ncce'ssary rate incrcClsc spread 
on the basis of its original proposal, it expressed a willinq~ess 
to' accept the staffts proposed rate spread in the hope of expediting 
rate relief. 

In respons~ to the issue raised by the Commission staff· 
and other parties relating to the justification for pw:-chasinq 
Canaclian gas at a cost higher than its systeC:.averagc ratesSoCal 
states that it is fO'llowing a Commission-established policy of 
acquiring maximum available quantities of gas to· reduce t~ the 
lowest possible level the need for ~alifornia to· convert fro~ 
direct use of gas to the direct or indirect Use of coal and o-il, 
and also that such gas is needed to assure continuity of service to 
higher priority customers in times O'f highest demand. 

SoCal is against establishing a precedent for creating 
special rate classc~ based on the relative. social usef.u.lness e>f; 

different end products or services and asse'rts that the Amm.~nia·· 
Producers t showing is not ~"J.fficiently convincing to. justify the 

. ,~'I 

establishment of such a precedent. In addition,. accordinq·to-

SoCal, the establisl'unent of such a special rate wouldviO'latethe 

-17-
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prohibition against discriItinatory rates found in Public Utilities' 
Code section 453 and quotes the following in it.!: brief: 

"'It'is only unjust or unreasonable 
discrimination which renders a rate 
or charge unrc~sonable: and a utility 
may, without being guilty Qf unlawful 
discrimination, eldssifv its customers 
or patrons on any reason~ble basis, as 
according to the purpose for which they 
receive its service or pr~duct, or the 
quantity or amount receivc;'d, or the 
different character of the service 
furnished, and, subject to the general 
requirements of reasonableness • • • make 
separate rates for eaeh class or group, 
even though there is but one customer 
included therein.' It, (Emphasis. by Court.) 

(Citv and County of San Franciseov.Wcstern 
Air Lines, Inc. (1962) t64 Cal App 2d 10$ 
at 140.) . 

So~l argues that for ther~, to' be any reasonable basis on 

which to grant the Ammonia producers". request, this Commission would / 

have to find that any gas increo:..sc at this time would drive them V ' " 
out of business. According to SoCal, the Ammonia Pro<iueers t testimony 
that a 20 percent increase in the price of ammonia fertilizer would 
only decrease the demand by 3, pereen't9 means ehat the.' 'two 
re."'C\aininq producers could absorb the increased gas cost'proposed in 

this pro<:aeding and still market· 97 percent Qf the fertilizer they 
now sell at a 20 percent hi<;her price;, without any immedi~te' thre~t 
that foreign a'Olmonia prod.ucers woulclerode their captive 40 percent 
share of the total Cali~orniOl market .. 

SoCal believes that thestaffts proposed solar incentive 
rates for natural gas should be more 'appropriate:ly considered in 

,,: • I 

ongoinq separate investigations on this subj'ect such as OII~13,. 
OIl 42, and C.101SO. 

-18-
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Position of Commissien Staff 

As previously stated, the staff's pos1tion was presented 
through testimony and exhibits introduced into-.evidenceby two senio:: 
utilities engineers, one associate utilities engineer, one assistant 
utili ties engineer, cne research analyst, and one F'inancia·l Examiner 
III. Such testimcny and exhibits included presentations on the 
basic allocatien ef revenue increases to. customer qre;ups tcqe·ther 
with alternate rates based cn Edisen's March 1979 cest· cf No'.Z 
and No. 6 fuel eil and the prcposed incremental pricinqunder the 
NGPA cf 1978-, an exhibit on gas supply for test year 1979 sales, 
solar incentive rates for naturalqas, the, current:cest ,cfNo. Z 

and No.. 6- fuel eil, marginal cost pricin9'~ federal' participa t'lO:rl 

in state regulatory hearings,. and the results.of a staff audit 
report in PGA, SAM, ~ndTCAC. 

Based on Platt's Oilgram costs reported for th¢ first' 
trading day of each month forU.e:.:tank car-truck. transport'lc..ts, 
the staff's witness derived a ce:t from 31.20 to 31.96, cents per' 

therm for No.. 6- fuel eil and frcm 33~66 to. 35.92', cents per the::m 
for No. 2' fuel cil. Due to the flu,ctuatiens. in actual prices.paid 
fer alternate fuels, the staff believes that as- cent: per therm 
dif£erential between the cost of fuel eil and natural gas will 
prevent the less ef existing commercial-industrial customers from , 
the SoCal system and recommended a commodity rate for'Schedules 
GN-2 threugh GN-S ef 2S.506 cents per therm. The staff's basic 
rate prcposal reflected a uniform cents-per-therm allocaticn for. 
PGA and GEDA revenue requirements and equal percentage ef revenue 
bases fer the allocation of SAM and TCAC revenues'. These basic. 
criteria were used fcr the residential class as a whole, 'but a , 
differential of approximately 125 percent was maintained between 
the proposed lifeline ccmmodity rate and the' propesed system 
average rate of 2S.502cents per therm. 

-19-
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The staff does not at. this, time recommend the adoption, of 
ei t.her the a1 terna.ti ve rate based on Edison:",$- March 1979.' cost or: No,. 2 

al'ld No. 6 fuel oil or the al.ternative based on incrementar pri,cing.' 
under the NGl?A of 1975,. as such alternatives, es;tablish a'higher 

, , " 

commodity rate for Sehcd.ulesGN-3 ":throuqh GN'-5 and could con-

ceivahly result in the loss of ~rk¢t to, the detriment of the 

~ystcm~ a whole. 

The staff also proposed a disco,unt of 5 cents per therm 
" 

for the lifeline volumes of residential customers, a;nd the' first' 5,0 

thems fo:: nonresiden.tial customers as an incentive for the' 

i:lstallation of solar and/or spa'ce hCOl.ting systems' by' natural gas 

customers. The proposed rate is, aarnittcdly no,t 100' percent' cost­

effective but would provide som.e, incentive for-the installation: of' 
~ ,. ,. . 

solar (!cruipment. It is, noted that in the case of residential 

customers the proposed rate would provide for selling' g,a;s ,at 
s\:bstantially below the estimated forecast year un~t ,cost ,0,£ 

purchased gas. 

One of the sta£f's witne.sses tes:tificd that pricing gas 

at its marginal cost would make, the user aware- of the' hign current, 

cost of procuring new gas and behave accordingly and contrasted 
'" 

such pricing' with the roll~d-in cost of gas which may tend to 

encourage consumption because of the lower avcrOl.g:ed. prices derived 
from a period when gas W;;l$ less c,,--p¢nsive. Hc further testified· 

tha't it is easier to- anticipate the advantage,s of marqinal ·cost 

pricing than it is to apply the theory and listed such:d.isadvan­
taqes as the cpccula-eivc f.~ature of pricing gas- onlonq-term' 

estimated costs,. the distortion of clear price siqna~sby 

u.'"l!orcsec:l and unplanned fluctoa tions ~nd adj;'o:s·tments, the 
potential conflict ..... '"1 th already-established' pri'oritic's which 

, ~ ',' 

favor residential customers and thosc. comme'rcial and industrial 
, , 

• <, 
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/-_. 
'. h\. 1 customers who canno.t readily ~w:r.tc to a ternatefuels, and the 

collection of revenues in excess of the·Commission~established . 
revenue requirements. This witness alsolistecl .six alternate 

gas sources with 1979 cost estimates ranging from a low of $4.05 

a decathcrm for In-Situ Coal Gasification to. a hiqhof. $4 .. 42" a 

dccatherm for stcam-reformin~ butane and partial oxidation of· 

residual oil. 
One of the staff witnesses testified 'that when the 

creation of a new rate class is under consideration by a state 

regulatory agency, PERC may intervene .and participate and that 

the application of a differential rate between customers who- had 
the capability of burninq No. :2 or No.6-fuel o.i1,a5 contrasted. 

to those who could burn only No. 2 fuel oil, could have pes,sibly 

~n construed as the estru:>, lishment of a new rate clas. s permittin"" 
FERC intervention in the current proceeding. ':1/. 

~he staff also raised the requ'latory issue. of SoCal t s 

policy of purchasing Canadian gas by wayo.f the Northwest Pipeline 

Corpo:-atio.n ana PG&E at a wholesale price higher than the retail' 

price Socal 'charges its lowest prio.rity customers •. Acco.rding to­

the staff, it is SoCal's supply policy to' buy all of the.'qas that' 

is availabl~_ while pricing the gas to GN-3', GN-4, and GN-S, cust,omers 

SO as to preserve a marj~et sufficient to absorb the gas supplies.. 

Such a practice increases SoCal's revenue requirement more ,than 

$26 Irlllio:l over th~ a::lOUI'l.t needed were this relatively hiqh 

priced. qas not purchased _. The staff believes this Commiss.ion should 

co.nsider whether its r a t~m<lJ:.ing mechanisms· may be opera. tinq .t<> 

modify a utility's operating practices and the test of reasonable- /., .. 
ness. FollOwing is the stafr's position on these. issues: V . 

-21-
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.'. 
~''!hese issues are characterized as la:tent, beceusethe 
stai't has not directly raised any issue as. to· the 
reasonableness of' SoCal's supply policy in this 
l)roceeding. This acquiescenee is based in large par;. 
on the Co~ssionts established rate design policy. 
As will be shown below, any departure from exis,ting 
rate design policy calls into question the reason-
ableness of SoC~l's supply policy_ ' . 

"Sicp:'y stated, So Cal t s supply policy is to, buy all 
of' tlle gas that is available, while pricing the gas 
to priori tics :3, 4., and. 5 customers so as to, preserve 
a ma:ket sufficient to absorb the gas supp1ies. 
(Tr .. 74 .. ) The ratemaking consequences of this policy 
are illustrated by the testimony that elimination 
or the No:-thwcst Pipeline Canadian supply from the 
gas balanc~ :-educes the test year revenue- requirement 
by mo:"e tha."l $20 ::ullion (Tr. p. 732), with resul tine, 
increas~d curtailment of only priori"'ties. 3, 4,.. and 5, .. 
eTr. p., 740.) Although no calculations have been· 
made as t.o tone PG&E supply (Tr. p. 740) t.he ef'fect 
would c'lpp~:"cntly bf.! sir::il.:lr, though of sr:'laller 
:nagnitude.. ' 

"'!'he basic rat.e:n.'lklng question raised by these trans­
actions i~ as ~os~d by s·ta.ff counsel: 'Woulciyou 
buy -:.h'i.s gas i.t'" tht?:"e -were- no balancing account· 
trea:=~nt?· (Tr.? 74.2 .. ) The answer is cautious: 
'We would h~ve t.o com~ in more often fo-r general' 
rate increases t.o see that. our costs are covered.' 
(Tr. p. 743 -) Since SoC.:ll for several years. has. 
sou.ght gene!"al rate increases as often as· pOSSible, 
this is a qualified endorsement of the general '. 
po-licy. The point. -ror the Cornmiss:i.on to, consider 
is that its own. ratemaking mechanisms may be' operating 
to modify a utility'S operating practices and the test 
of reasonableness. If this is intended, the 
Commission should so state.'~ (Staff brief,. p .. 2-3.) 
The sta:££ raises an issue directly related to. the rate 

design issues 'We must. address herein. A:;;,.. long· as gas %,"ates.for 
interruptible cu~tomers are set at a price that at least recovers. 
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SoCal·s cost £or the incremental high cost quantit.ies of' gas to' 

serve these customers? ther~ is no harm to SoCal's ratepayers as a . . . 

whole because the cost for this higher priced Canad.ian gas is 
recovered frol:l those interruptible customers who, usc it. .. ,Forthi::;; 

, . . 
reason we adopt rates for int.~rru'Ptible customers 'Chat are high 
enough to recover SoCCll's cost for the higher pr-iced. Canadian gas; 

this concept ~~l: be discusscc further in the subsequent,dis~~ssion 
0:1 alternative fuel coz,t as it relates to rate de~ign_, 

, 

SoCal defends its position of purchasing the:,relatively 
hig...'ler p::-iced Canaciiar. gas on the two bases of assuringcontinui ty 

of service to higher priori ty customers in times of highest. d'~m3nd 
and of follo\\'ing this Com:nission's policy as set forth in D',.S9l77' 

o:! A.57626 e-:. al., relating to liquified. natural gas as follo·~.~: . 
". •• To tohis end? we are pursuing a policy . 
of !'urthe::-ing aequisi tion of maximum availa'ble: 
quanti ties of gas, to reduc.e- 'Co the lowest 
possible level the need for California to , 
convert from direct use of gas to, either direct 
or indirect (for electric generation) use of 
coal and oil." (lIli=leo. 'page' 86-.) . 

~"e are hardly in a posit.ion to fault SoCal for ;tollowi:'lg 
our dictates. It shoule be noted tha-e 31 though the Canad;angas· 
is presently the highestp:-iced gas presently purchased by·SoC?J." 

all indications arc th~t all future add.ition~l supplies wi11,ce" 
S ·.:", ..., ..... .Irr._ higher. 

. ' 

. 
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In its brief the staff argues that the CMk ratedesiqn 
recommendation is without merit and quotes from D.90424 dated 

June 19', 1979 in PG&E's A.58469 and A.S8470 for offset relief 
wherein CMA proposed similar rates as follows: 

"CMA.' s proposal is not consistent wi,th our 
recently ado~ted policy t~ price gas at ~ 
level ~pproximately the same as alternate 
fuel and is not consistent with the Natural 
G~s Policy Act soon to be implemented and' 
..... ·i11 not :oe adopted.'''' (Ydmeo .. p. 15-.) 

The staff argues that this criticism remains valid todav and is 
sufficient to eisposc of the matter. In spite 0: ,this position, 
however, the staff further argues that CMA.'s pozition thatq;;.1.s 

costs be allocated. among customer classes on a rolled-in,.full¥ 
allocated average basis waz repudiated by this Commission fully 
four years ago ~s ev±dencC<i by the follo~.;inq quote from D .. 8472l 

dZoted July 29, 1975 in PG&£'s. offset A.SS6S7: 

"In simple terms, thO' highest rates should 
be paid b¥ the lowest priority users, , 
because the highest priced qas is for their 
benefit - withot:t th<lt gas those users would 
have to find a.lternative fuels. 1t (78 Cal 
PUC 534) 

According to the staff, a low price- for gas to those cus'tomers wi'~h / 
alternate fuel capability will cause a shift' from oil to~: gas reducing " 

','" 

the demand for oil and thereby eepressinq oil prices and forcinq: the-
p=ice of gas further downward f~r lower priority customers,with an /" ,. 
accompanying potential harmful r~venue req,uirement contri,'bu:'tion e.f!"eC'~ V'· 
for high priority customers_ 

The staff also- notes that CMA~srat~ design p:t'oposal is 
predicated. on the staff's estimated level of sales which, according, 
to the staff, amounts to an admission. that CMA's rate'desiqn 
proposal will achieve no more conservation than the staff ~ s, 'proposal. ' 
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With respect to Zdiso~l' s propos:al that the GN-Sra te be . /" 

priced 20 pe~ce:o.t less than the 'price of alterna~e fuel~ V 
the staff argues that the calculation of the 20 percent factor is 

made on a fully allocated .. sunk-cost basis that has no relation-
,," . " 't 

s~ip to avoidable costs or reali ty~ and these ,''lre not. costs tha. ~;,:Sh. OUldj. ' .. ' 
be borne by the gas ratepayers while electric ratepa.yers enjoy :an 
eco:'1omic benefit when cheap gas is substituted. for expensive~·o~l.. .' 

The st~ff also opposes the; Ammonia Producers' propodal 

0: no rate increase at this time on the f0110wing. bases: C 1) there / . 

is :'10 ratemakinq justification for the proposed discriminato,ry ra.te; V·' 
(2) the displaced qac will alw4:l.ys be sold .:lot a higher price resulting 

in a more positive revenue: contribu~ion to the ut.ility; 0) 'two'O't / 
the six pla:'1ts that closed were operated by Occ::identalChemic::al. 

the same entity t..'lat imports Russian fe=tili%.er~ and canno't, be' . ' 

characterized. as plants lost to foreic;n competition; (4) a large' 

~='tion 0: the market has been d.isplaced by Union Chemical 

Production from Kenai, Alaska; and(S) the establis·hrnent o-f' the 

rate differential would place this Commission in the center o'f 
social r:l.temaking establishing priori ties based. on a judgment 01' 

social values and financial hardship. 
Position of Ammonia Producers 

':the position of the Ammonia Producers was presented into, 

evidence through. the testimony and' exhibits of nine,' previo\lS.ly , 

listed witnesses and is as follows: 
1. Valley is a California cooperative with approximately 

5 .. 000 farmer-shareholder members with ammonia-produeinc; pl'ant 

located in El Centro. Before thccost of qas increased to' its 

present high level, Valley also had plants at Hercules and Helm, 

but the high cost of gas forced their closure. 

. . } 

~
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2. There were originally eight ammonia plants in California 

which could produce approximately 115 percent of California's· needs.. 
The remaining' two plants can produce approximately 40 percen,t 0'£ 
California's needs~ and the Union Oil of California (Union) plant 

at Kenai" Alaska can produce approximately 28 percent of· California' s: 
needs. The bulk of the remaining needs are supplied by Russia a.nd . 
Mexico. 

3. A gas rate increase at this time would force the shutdown 
of Valle:'" s remaining plant, and the: special cryogenic tanks and 

e~ipment required to ship ammonia are in limited supply so that the,' 
shutdo\o."n of the El Ce:ltro, plant could create a shortage of,ammonia, 

for severa! years until the requisite transportation equipment could 
, ' ' 

1:>¢ manuf~ctured., 

4. The price .of gas has increased from $..2 cents- per therm 
, • ' ',. ,"'~', " , '. • ". • "" • , .' ~ <~ " ,-

in 1974 to its present price of 21.2 cents ?Crtherm~ an increase 
of more than 400 percent. 

S. The present price paid for gas by the Ammonia' Producers 

exceeds the cost of Q'as in the rate proposed. for wholesale'eu~tomers 
in this proceeding. 

6. The proposed increase would cost the Ammonia Producers 
more than $$, million a year. 

7... Present am.-nonia prices are artificially depressed by the '/" 
Russian and Mexican producers in an atteopt to c~ornerthe market .. ' V'." 
At. SO:le point in t.ice t.he price of 3!n:nonia \Alill increase as de:nand 
i~creases and the ..!.:n=:onia Prod.ucers will then be' willing a.'"ld able to 
absorb appropriat.e increases in the cost. of natural gas ... 

S. The price of ammonia is uniform thro\lghout.thc- state. 
A special rail rate was established from Texast.o California: ~ 
which permitted Russian and Mexican ammonia to- be delivered.to­
california at a low rate. 
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9. Unio.n takes service fro.m a transmission, main~, andi ts ' 

perso.nnel are tcc..i.nically competent to. reso.lve operat.ing l?roblems~ 
so. SoCal is n~t requi~ee to. send perso.nnel o.n tro.uble calls. The 

lack o.f distributio.n facilities and eliminatio.n o.f tro.uble calls 

to. the premises result in lo.wer unit Co.sts to., serve Unio.n than 

mo.st o.ther customers. Union also no,ted that its plant operatcs: 

seven days a week, 2~ hours a day ~ except when shutdo.wn 'fo.r 
r.laintenance during January, the time o.f SoCal·s peak', demand'. 

10. The califo.rnia Department o.f Fo.o.d and Agriculture is 
" 

alarmed over the reduction in ammonia pro.duction in Californ.:ra 

because nitrogen fertilizer is a very important' co.mpo.nent o.·f' 

agricultural :productionpand it is vital that' a leas.tpart of the 

amno.nia be produced in Califo.rnia so. that al,l.. the supply is no.t 

dependent 

11. 

co.mponent 

o.n lo.ng li?es o.f transportation o.r o.verseas shipments., 

Nitrogen fertilizer is the single~ mo.st important 

o.f added cro.P nutrients. 
12. The timing o.f th~ application o.f nitro.gen fertilizer 

is critically important~ and the farmer eanno.t wait two. weeks" 

o.r a mo.nth :o.r delivery 0.= nitro.gen fertilizer. ". 

13. Ammo.nia productio.n is so. vital to: Califo.rnia aqriculturc., 

tha-: the Co.mmissio.n sho.uld set a gas rate that,wiii make it ;possible 

:o.r -t.i.e two. remaining plants to. stay in pro.ductio.n. It was no.,ted 

that the rate of productivity advance- in Califo.rnia since 19'50 

:has be¢n :nuch greater than in the nation as a who.le and that it 

i~ generally ~ccepted th(lt the mo.st, impo.rtant. contribution' to' 

such an incre(l!;c in aqricultural productivity hasbeenthe'increased 

utilization o.f :ertili:crA Consequently, it is of' utmost. impo,rt.ancc 

and in the public interest tha't the 'two' remaining a:n .. nOIll.a plar:es, 
l' 

continue in business. 
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14. The twc> a."'n."tl.onia producers are, wi th the exception. of 

wholesale customers and steam electric generating plants, the, 

two largest customers on SoCal's system. 

15,. The revenue per them received oy SoCal for gas sold to 

the A.."":IroonS a 7!"oducers exceeds the average. cost of such gas p1.lrchased . 
by SoCal; the retention of these two large. customers. is of . ~ 
overall benefit to ~~e SoCal system. 

16. The principle of limiting the increase to a large customer 
in order not to lose the customer is as applicable, .if .not more s.o·, 

:or the A.":\.":\onia Producers as for any of SoCalt's o.ther customers. 
Position 0: CMi\. 

CMA.. s prcsen ta tion was made by its director of. encr,gy and 

enviro~ental ~lity, R. E. Burt. Thc'purpose of histcstimony 

was to provide for the consideration of the Comrnission's'C!o'.A's . . . 

.. ,ti~·s regarding the appropriate mcthod of spreading,. SoCaP s.. increased 

revenue requirement to the variot:s cuztomer classes. The- exhib,it 

sponsored by this witness includes comparisons of· relative rate 
increases to customer classes during the 1970·s, cost of se'rvicc 

. , . 
anal:fses a't present and various proposee rates, a .sur.unary of .... 

essential considerations for any rate spread he would deem reaso.n­

able, and pro.posed rates. he recommends be approved by th.i~· Commission 

:o.r Socal. 1'.::. Burt notes that starting in 197:;', this Commission 
deviated from its past practice to spread required incre,a'seson a 

uniform cents-per-therm basis for all classes and instead' increase.d. /' ....... . 
t..~e residential class, by a much lower rcla.tive perc-entag,e than.othcr V.·' 

, ,.' '" '"j"c' ." _.' , 

classes with the result that present lifeline- rates, which comprise'·' 
. . '. ~ 

60 percent of SoCal's annual residential sales, 

SoCal loses money on every life1inetherm sold. 
the period January 1, 1976 t~April 1,1979 the 

are so' low that· 
. .. 

He notes. that for' 

large indus,trial. 
customers· ra't:es were increased by 190 percent as contrasted to:' 
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the system average increase of 101 percen.t and the residential· class 

increase Qf 49 percent. Accerdingte CMA..,. such rates deceive 
resio.ential cUstomers into believing gas is a relatively inexpensive 
commodity while at the same time o.isceuraqing efficient and useful 
uses of gas by ether custemer greups. 

Y:. Burt also. testified that natural gas prices should' 
~ kept as low as possible to. all custOI:lcrs and should not be 

, , 

increased to I:latc~ the price Qf alternate fuc-ls. In.his opinion 
the cest 0.0£ alternate fuels should serve as a vehicle for the 

, , 

dcsi;n of rates only when it is necessary fO'r the ut'ili,ty to 
price gas at less than its fully allocated cost in erdd;r·te, xnarket 
tbe product. 

Utilizing the above-enuI:leratec9.·rato. design concepts, 
Y..r _ Burt designed ~-recoxnmended' rates which'· ref lec,t the, followinq: 

a. Residential rates are .increased s·ubstan tiallyto·provide 
a",: least a zero. rate of return for lifeline qua'ntities anc:t.a 
definite co.ntributi.Qn to Socal's return fQr the balance'Qf' the 
residential class. 

b. The commociity rate for each schedule .was· establish:ee· 
to. meet the full cost of service for that schedule when combined 
with the customer and/or demand charge. 

c. The residential shortfall from the above rates was 
partially recovered by adding 1 cent per therm to the indicated 
GS-l full CQst Qf service rate. 

d. The GN-S cQmmodity rate was set by the cost 0.£ service 
to that customer class. 

The rates developce., as described ,above,. ~er~""theIl.~omp:a~ed,/" 
'to 'the :.:-'a't.es ;proposed. by So(';al and. t.he Commission staf'f'. C!I.A believe:;..( 
tMs compa..."'"ison indicates t.hat nei t.her the st.afr t s nor So Cal 's',', 
proposed. resicien:t.ial rates generate revenues sufficient to proVide: 
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any positive contribution to SoCal ' s earnings, as contraste~·':to 

CMA's proposed rates, that wO'.lldprovide a hea 1 thy contribution' to 

rct'Urn while mOlintaininq ~ substantial" subsidy for lifeline usage. 

In its brief CMA. notes that much of the transcrip,t of this 

proceeding is taken up by discussion concerning- the plight of the' 

AI:U:lo:lia Producers and argues that this Conunission'spricingpol'icies 

created the situation which could have been avoided had ra1:es been', 

prope=ly established' in the first place ~ CMk further ar~es,'that: 
present rates are unlawfully discriminatory as evidenced by the 

loss to be experienced by sales to' residential customers, as 

cont=asted. to a pre-tax return of 23.S percent for t~e GN-lthrouqh 
". . ; 

GN-4 customers and the pre-tax return of 59.a percent. for the GN-S 
customers. CMA. contrasts such returns with t.he positive returns 

historically earned ?y the residential customer class ,for the 
period 1972 to 1976. 

eMA. further argues that, NG?A simply does not provide a b,asis' " 
or just.ificat.ion tor set.t.ing r~~cs at. t.he level of alternate fuel' COSi;S / 

a.."ld. t.hat such a pricing policy is unlawful in that' it results in some 
customers having to p~y rates grossly in excess of cost in order 

to provide subsidies for other customers who, are provided service 
.~.. .-

at rates so low that the utility fails to recover even its, costs 

exclusive of return and income taxes. 
Position of Edison 

Testimony and exhlbits.'on behalf of Edison:'"werepresented. 

into evidence by one of its regulatory cost engineers. in its, 

Revenue Requiret:1ents Depart::l.ent, L. J. Hedrick,. and ,:,by the president 

of Sherman H. Clark Associates, a company specializing in ene'r9'Y 

and resources economics research. 
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l'he testimony of L. J. Heclrick set forth his belief·that 

SoCal's proposed Sched.ule GN-S is unduly discriminatory: that· 
conservation :is not furthered by the "alternate fuel'" concept; 
t."'at the NGPA of 1978. exempts electric utilities from the 

incremental pricinq scheme; that the inclusion of demand-related 
costs in ScheduleGN-S exacerbates the discriminatory nature of 
the proposed rate; and that a rate schedule that recovers the .. . 

bulk of allocated fixed costs through the varia~le component of. 
the rate is improper. He compared the after-tax ra to: 0'£ return 
as shown bj" Socal for GN-S customers of 32.1 percent, as compar~ 
to 2.9 percent for residential, 19.6, percent for Schedules GN-l 

through GN-4, 9.8 percent for the city of Lonq Beach, and 4.2 
percent !or San Diego Gas & Electric Company-in support 
of his position tha~ Schedule GN-S is unduly discriminatory •. Such 
a return :or this rate schedule, according to the testimony, 

. '. 

contrasts s..'larply with the historical relationship 0.£ the inter-
ruptible steam electric plant customer to SoCal' s o,ther customer 
classes. This witness. further testified that SoCal' ~dmits that 
th~ proposed rate i; not designed to achieve:' conservation-and: 
that Edison receives gas at the lowest priority withnc> de~nd. 
rights anel,. therefore, should have all demand-related cos.ts 
excluded from the computations leading to the design. o£proposcd 
Schedule ~-S. Consequently, accordinq to Edison, tl'.!.e inclusion 

, ' .'j" 

of fixed' costs in the variable commodi ty·.~charge o·f the rate n6£t" 
" r"" 

only results in excessive billing to Edison but, because-o£'th~ 
wide fluctuations in sales, causes severe fluctuations in the ~ 

level of recovery of allocated fixed costs. 
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for the 

sulphur 

The purpose of S. H .. Clark's testimony was to evaluate 
record Eelison's risks of relying 00, spot purchases of' loW' . ' , ' .. ~'~ " 

heavy fuel oils and the related ris'k::,efactors 'that should be 

included in the rates for steam eleCtric generating plants.. This, 
"¥."itness concluded that Edison would"j;e very ill-adv1sed'to'rclyon 

spot purchases to obtain necessary fuel oil and tes,tified tha~the 

extremely wide fluctuations, in the supply o'f qas to Edison 
" 

necessi tates back-up oil supply arrangements~ S,uch arrangemen.ts 

arc very costly and, consequently r in;"h.is opinion, the, charge for 
" ' 

gas to Edison should not exceed, 80 percent of the c'ost of alternate 

fuel oil. 'l'he'ZO percent reduction bel~w alternate fuel. costs 

espoused 1:>y this witness consists of:: a,cld'itional costs incurred by 

Edison to adjust for the wide fluctuations in demand, such as the 

i:l'terest on the cost 0: oil inventory (10 percent),. the cost o,f' 

additional storage facilities (4 percent), and additional heating 

a:ld pu:nping costs, higher oil prices for more flexib,leta'ke-o,r:pay 

contrac't provisions, and loss on-' re.s~le of fuel oil -as "required 

(a total of 6 percent). 

In its brief Edison notesthat'as a result 0: an increase 

in the price 0: oil during the proceeding, SoCalrevised'itsrate 

proposal to increase its proposed rates to GN'-S customers and 

decrease proposed residential customers in spite of the fact ,that 

the change in the price of fuel oil did not alter the costs to 
serve the respective customer classes and that SoCal's po-licy 
witness did not concern himself with the disparity in rates of 

return by customer class as- long as the proposed rate to-those 

customers who- have alternate fuel burning capab-ili tywas s,et below 

the value of service~ 

Edison argues that the evidence in this matter inclicates 
that Socal could market its gas to all. its customers were the "rates. 

to' be based on fully allocated cost ()f service. 

-32-

:"', 



• • 
A.SS724 EA/ks * 

Edison indicates that during the periods invo·lved in 
this matte:', only £"or 'Whe:lesale cust.omers and GN-5 customers 

did recorded sales exceed estimated.sales?and arques that SAM 

rate reductions should redound only to the benefit of those 

customer classes qenerating such overcollections. On this basis 
the GN-S fair share of the March 31, 1979 SAM balance would be / 

approximately $40,000,000 instead of SoCal'S proposed' allocation. 

of SS- ,452,000 to sueh customers •. 

Position of GM 
'. 

In the final days of hearing SoCal's witness noted that 
. .. 

't~e rate levels in the staff's primary rate desic;n propo·salwere 
essentially those tha.t would h~ve resulted h.ad SoCal' sbasic' rate' 

p:oposal been upda tee. Consequently, for th.e purposes' e>f· i.ts ' 
rate desig'%l discus.s~on, eM ;).ssumed that, SoCal 's,proposed rates, 

" . 
coincidee. .... ith the- staff',s proposed ,rates and. focused ',its ra·te 

design discussion on the staff's and CXA's proposals as thc·bas.l.c 

alternatives presented for Commission consideration in. this 

proceeding'. :n add.l.tion to the comprehensive rate design'issues,. 
. i... 

GM co:unented on the staff~ s incremental pri~inc; concep:t ,and: solar 

incentive rate, and the A:nmonia Producers r request £o·r sPecial. rate 
relief. 

GM argu~s that the staff's rate design proposals ShOUld, 
~e :"eje~ted.. I~ supports. CMA ~ s :prop~sal which?,' a.ceordin~· 't~Cr.:, , 
:.s eons:.st.ent Wj. th t.hc gul.d.ell.nes J.a:l.d dow:n. cy the Calii"ornl.a 
Su~:,,~e Cou~ in California ~~nu~acturers Assn. v Public Utilities . -
Co~ .. (1979) 24 Cal 3d. 251 ~~c. Cal i £"0 rni a Manui"acturers Assn. v 

Public Utilit.ies CO:ml .. (j.'i7"') 24 Cal 3d. 263. 
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According to. GM, t..'-l.e staff's rate-makinqmethodology is 
tantamount to a mechanical exercise wherein the rates for lower 
curtailment priority customers are fixed in relation to· availal>le 
alternate fuel price information, lifeline rates are determined 
as a percentage of the system average rate, and the remaining 
schedules are determined on a residual basis. GM arquesthat 
such an approach comports neither with the several rate-making' 
criteria often cited by the Commission in pastproceedin.g:i.nor 
the statements 0: the California Supreme Court as' to the manner . . . 

in which the Conwission is to de.termine' whether rate disparities. ". 
for c.ii"ferent. users reach the plat.eau or. arbitrar"J or diseri::lina:~o'ry /' 
action. GM further asserts tha~ the California Supreme Cour't, 
requires this Commission to consider cost of ~ervice evidence 
and issue findings r~flecting the Commission~s evaluation. of 
a..""ly deviation from cost of service-in relation to the particular 
policy objective professed to be served :Oy such a departure and, 

I' • -, ,', . 

no'tcs that the staff"s rate desig:l wit:lC'ss acknowledged that he· 
. . 

die. not look at cost of service information" for .his rate- design., 

It. s~t.cs t.ha.t t.he r,emec.ial measures pro~osed by CV..A t.o corrc,ct. 
u:ljusti!'iably discriminatory rates by substantial increases to 

th~ resident.ial rates a."l.c. :orovide for revenue stability are 
:leccssary. " 

i 
I . 

With respect to i~ercmental pricing, GM notes' that the 
lack of merit in the incremental pricing concept ispaten:tly cle~r 
in the staff witness • testimony , exhibits, and' responses to: 
cross-examination. In spite of such evidence" however, accord'inq 

. . 'I 

to- GM, it is suggested. that SoCal' s, lower priority indu.strial ,~,: 

gas customers should pay the entire cost of SoCal's incrementii 

supplies.. Consequently, GM suqges ts that, the reso·i ution 0.£,:, th~sc / 
conflicting policy elements is a matter deseryinq ?~ioritY>! ' V 
consideration. 
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GM argucs that the entire solar discount rate·idea is a 

possibility and nothing morc. It notes that no studies or· review 

of studies were made by the staff witness on such key matters as 
the impact of the program on SoCal's revenues, the reauctioa of 

SoCal's. peak load~ the effectiveness of this particular program; /'. 
and the number of customers that might qualify· fo·~ the s.pecial $olar ... ' . 
energy rate. It l'urther notes that. accoro.ing, to the record, tht: ~ 
carrying charges. of the customer's investment would amount to .. 
about S35 a month to obtain ,gas rate saVings of approximat.ely ~'2.50 y/, .... 

to S3 a month and urges a comprehensi V~ ~ in-depth study of the . 
concept and further consideration of the matter. 

Consistent with the policy adopted by the C~ membership. / 
at large. GM offers no comment on the merits.of the.Am!'Oonia / 

Producers' case. It does, however, note that the form. of rate 
, . 

relief requested by the Ammonia Proeucers in the int.~rim. phase of 

the proceed:ing and by the earlyw~tncss. in the. general heaX'in~.was/ 
exe::lption f:-or: any increase for a six-month period. with U1e races. V .' 
to be again =eviewed at -:hat time. In additi()n~ GM notes that .the 

Ammonia Producers' witness, after commenting on the-similarities 

between SoCal's cost to serve its wholesale customers and the cost 

to serve the Ammonia Producers, stated that he would hope- thata.t .' 
the end of six months the Ammonia Producers would have enough. im- / . 
?:-ove:nen~ in their economic pO$i t.ion th6.t t.hey could. absorb; t.he· same ./' ..... . 

system increases that apply to ~hole-sale. customers rather· than. 
the other GN-2 customers. " 
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GM is fully supportive of the cost of service rational'e 
cited by the ~onia Producers as one of the grounds for the rate' 
relief it seeks .. GM argues that it is abundantly clear from the' 
record that the revenues received from SoCal's inc:!.ustrial customers, 
including those served under Schedule GN-Z, s.ubstantially exceed 
the full cost of service.. Under these Circumstances, it is GM's 
position that the truly appropriate form 0'£ rate relief is the 
across-the-l:>oard adjustment to SoCal's rates proposed by CMAand 
as ~t forth in I>.S97l0:, aated December 12, 1978 on SoCaJ;' s ·A.S7639 

for a general rate increase. GM also believes that should this 
Commission conclude tha t the unique si tua tion of the am.monia~~,:~.:. 
ind.ustry warrants relief over and above. whatever rate adj.US(anents 

, ';..,~.~: 

may be granted across-tho-board:, the proper form of s':lch additional 
rate relief would be·the originally requested exemption from <:I. 

ra~e increase for a six-month period. 
Discussion 

The retnal.nl.nq ratem<lKinq issues to be rc-solvedin this 
proceeding arc as follows: 

1. The appropriate increase for residential 
1ifelinc and nonlifeline rates .. 

Z. Ratemaking f<:l.ctors. 

3. ~~onia ProdUcers' rates .. 

4.. Solar incentive rates .. 

5. SoCal's gas purchase policy. 

Residential Rates 

As previously stated, the staff's basic rate proposal 
reflects a uniform cents-per-therm allocation for PGA and GEDA 
revenue requirements and equal percentage- of revenue bases for 

the allocation of SAM and '!'CAC revenues. Within the· residential 
class p the staff proposed a 
~h.a.n lifeline quantities. 

larger increase for nonl ifel in. e 'quant~ t.ies /: 
The result: is that the star!' proposes! ' 

\/' .... 
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c. " /_ 

that the lifeline rate be increased approximately 90' percent of" ' .. :, 

the nonlife line increase so as· to maintain approximately a 125;' II 
percent di!"ferential between the proposed lifeline commodity rate . 
and the proposed system average rate. ; 

CMA's recommended residential rates reflect a substantial 
increase from present rates so' as to' prO'vide a pre':"taxrate.o£' 
return of 8.8 percent as compared with a system pre-taxr'eturn 0; . 
12.8 percent and an after-tax return of 7.5- percent,. as compa.red 
.... -ith a system after-tax return of 9 .. 5 percent .. Such a'rate'dcsign 
is predicated. O'n CMA.ts assertion that the residential class is , 
heavily subsidized by other customer classes, a situation.which, 
accordin~ to' CMh, should be corrected in this proceeding. It' is 
axiO'matic that a relatively greater increase to' tlie, residential . '. 

class will result in a lesser increase to the nonr'esidential classes. 
The lesser increase "to the nonresidentialcus't:omer classes is, 
according to CMi\, manda'tO'ry because the O'ther proPO'sals in this 
proceeding which b;).se the co::unodity cost 0: Priority 3 through 
Priority 5 cUstO'mers on the cost of alternate fuel result in these 
custo::ters ha .... ing to pay unjust and· unrc;:I.sonable· rates grossly in 
excess 0: the cost of ser~ .. icc in order to subsidize other customer 
classes. GM fully supports CMA.'s proposed rates stating that the 

, . 

re~edial ~easures encompassed by the proposed rates are absolutely 
\'1 

necessa:y if unjustifiably discriminatO'ry rates are toee elimina'ted 
a.."'1d revenue instability is to' be contained within reasonable.bound:s~' 

The staff. with respcc'tto· CMA's recorn.rnended rate design: "I 
~ade the £ollo~~ng valid observa~ions: 

"Q/.A's rate design recommendation is simplistic 
and naive in its treatment of the residential 
customer. It purpor-~ to be conservation 
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orient.ed (Ex. 30, p. 14), 'ou~ put.s the highest 
per them increase on the residential·lifeline 
sales (Ex- 30, Table 3). Since' life-line. 
allo\l/3Ilces represent an average minimal usage 
for essential pu::-poses, these sales would seem 
to be relatively inelast.ic, and the lCD.zt· 
likely to proeuc~ conservation savings. 

"C:,::..' s rate design calculation contradicts· i t.s· 
stated conzcrvation purpose by 3dop~ing the ' 
sa:-::c levcls of s.).les to the v.:;J,rious c'lassez.. 
as 1.lt.ilized by SoCa:. (Tr. p. 1074.) This 
~ounts to an admission t.hat its rate de~ign 
proposal "''ill achieve no morc conse:-V;J.tion· 
th.a."l the $t.a~f·s. Ii' rcsidcnt.ial consc'rvation 
does occur, t.::er0 Will be a zubS'to..."l~ial 
reven-..:c dc:'''icif.:!ncy as gas t.h.'lt. would 'oe sold 
~. ~~~~ ~~-~s ~~ -h~ ~onl~~e"~Me ~esl.·~cr.·~~l· 1,iil.V' ~"-e;, •• .. f ... ..,\,; .............. IloilO.... ...... _...... ~ IAI''W'_(".I. . 

tiers '~11 b~ ~oJd insteod !'or ~uch lower rat.es 
"0 "ow p ... .;o ... .;t.y cu ... ·o ....... -s , ...... "" '07'5) ow _ .......... _ .;:, v ••• ~.... " ..... :!"'...... c I." 
S1.:.ch cons~rv.:>tion would produce::. di.!"'cct 
~.~i...("e. ... .. ,,, ~,t"'·""""o'; d .... .: p", c .. eto-"-'·r~: " ............... O"'''l ... l~ ... ocn\; ... l ....... .Ion u ...... r1.3... "'0.;0' ... t,;: .... , .. 

.... ~". C;"';'r'" 1.- rr.- ,It!':".,.;'''' 1-"'"'It- "'0 "'h'~"""" '-"'n' y o~ ·h..... . OJ... ... • J\ oJ .............. e •• ~... ;J ..... _.... ... ............ . 

bene.!'i-:.. eTr. 1:>. 1079.) And s5.ch conscrvat.ion 
would rccul':. in' 0. bal.:l..~cir.$ D.ccount. revenue . 
eei'iciency. (Tr. 1'_ 1978.) How does. cr·!A 
1:>!"'o~ose to reward -:.he conservation? With 
higher ra.'ces for residential c.ustomers. 
(Tr. p. 1081.) There P s not.hin§ to. co!':.-ncnd 
i!l this r~co:':"~"n~nc.;lt.ion." (Star:. brief',: p_ 6.) 
As discuss€:d in t.he following sec·tion·,t.he cost. ('. o •. 

· , 
• · \ 

t: 
I · i 

'. 

service is only one of several rat.emaking.'i"act.orshisto·rically 

considered in the allotment of revenue increases to various . /' ; . 
customer groups. Accordingly, assuming CCI.A' s,co;stof. se'rvice- v·/.· . 
conte!ltio:lS a:-e cor:-ect, t.he -serving of o,ne cUsto:ner: group at. below' ' .. ' 

system average cost of service 'With t.he result that o-thercustomer . /. .' 
groups pay :lore than t.."lefully allocated average- . cost of' servic·ewh.~n: ......• '. 

it'is to the overall benefit of the system as a whole is not.new. '0' 
and has oee!l dO!le many times in the past-: . However, according -to: ) 
the record, the- :-eside!lti.:ll rates proposed· by't.b.e sta.!'f'iand;ace~pted:· 

"' '. : 
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by SoCal .... 'i!: p:",oC."Jce ~ pO!;i ~ivc rat.e of ret.urn, and doe,s not :-esul t. 
i:l a. subsidy of t.he residen-:.ial cla=:,s by~ comm~rcial and'ind..u:;,t.r:i:,Cll 
users a.."lC contended by CMA :tnd eX-i. Unde:r these circumstancc:s.,. 

we will ado?t. th.e st~f:-~ s recorn.-ne:lc.ec. :-e~idential rate propo,s,al,. 
~dj"':sted to compensatc for the ,temporary continuation of 

":):oesent :oates fo:- -:.he A::l:loni:t P:-od'.lcers. 
?~t~ Desi~ ?actors 

This Commission has ~ lo.ng ~istory of considering such 
:-ate design i'~ctors as cost. 0;" service, historical. rat.estruct;;re;. 

com?eti ti ve conci tions,. 'tell'l,,;,C' of service, oS tabi li,ty of reven'uc,. 
ane eh~:aeteri5tics 0: use in arriving at its apportionrncnto.f rate 

• , ,I" 

incre~s~s to thc va.rious cu.:.torncr class~s Zl.;S typified 01' the 
!o110· .... ing quotations from D,.84902in PG&E'sA.5-4279',; A.542'8~0,. ilnc 

" ' 

;".5'728l :0:: ~ gcnc:::l.~::at(.! increase- and D'.~490.z in, Ediso,n;' s A.S,23:3'6 

for: a general ::ate incrcas~:. 

"OV~:: thc yea.;:'s .:l c;encr~lly accep'tce set of 
~ ttributes of a. cooe ra. te s.:truc ture ha.s, 
evolve.:!. Thes(.! ;re: 

P:.-oc.uction 0: the revenue recrloli::ement .. 
Sil:'li'licity <l:'l.c'case 0: understanding. 
SUl:t>ili ty 0: rc,,·enue. 
F<lir 3.pp¢rtio:'l..~e:'lt of cost of service. 
I>iscot::.-aeeme:"lt o!: wa:::teful use. 
Encourag~ment of effici~nt operation of system. 

·'In the attC'::tpt ~o design: rates possessi'n; th.ese 
a. ttrib':.:tes, v·a.rious fa.etors, ;:lrc u's,ually eOrlsidered., 
These are:' 

Cost 0: scrvicc~ 
Historiea.l :.-ate 5t=1Jct1.:re., 
Competitive conditions. 
value of service,. including 'what the traffic will bear". 
Ad.equacy of servicc. 
Ct:StO::lcr acceptance." . 

CRe P'acific G<l5 <5. Electric Co. (197S) 7S· Cal PUC 
638, 727) and 
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~The standard liturgy in revenue apportionment 
calls ·for the consideration 0'£ rate' history, . 
characteristics of use, rate zoninq, stability 
of 'revenue, comparison with other utilities, 
cost of service, value of service, and 
com~titive considerations, all leavened with 
the application of judgr.tent and experience .. 
These considerations boil down to four: eost 
of service, competition, characteristics of use, . 
and public benefit.1t eRe ~\ltbetD ~l;ifornia 
Edison Com'Q?ny (l971) 72 Cal PUC 282,308) 

The evidence. statements, and/or arquments, advanced by 

~~, Edison. and GM indicate their position that, the cost of service 
rate factor is of predominate importance and that the va.lue of 
service rate {.:tctor, the only other rate factor di!:cussed,by these 
partie::., should be utili%ed only as jt:.Stification" for· providing , 

service below the f",11 cost of service for the overall benefit 
0:: the other :atepay~rs _ All three parties quote' from california 
~anufacturers Assn. v Public Utilities Cornm. (1979) 24 Cal 3d 251 
ane 263 as estwli!:hinq quieelines requiring justification for 
d~rting from t..'"le cost of service to establish rate's. It is, 
therefore, app=opriate to quote the following excerpts from" thi~ 

decision relating- cost· 0: service to· rate discrimination:. 
"Petitioners recognize the commission's power 
to make eco:'lomic classificatio:'ls, characterizing 
it as 'a discretionary exercise of its quasi­
legislative function'. (6) This court stated 
in W v. Public Utilities Commission (1971) 
4 Cal. 3d 2, - ~ a. ptr. 4$5.,. 481 
P.2d 82]7: 'The commission must fix rates that 
will provide a reasonal:>le return on the utility'S 
investment~ and in doing so it has wid.c discretion 
to make rate classifications that reflect a 
l:>road an~ varied r~nge of economic considera-
tions. LCi ta tio!'ls.:l ' Wi thin its' wiele discretion' , 
it follows that the commission may properly con~ 
sider prospeetiveshortaqes of naturalqas. and, 
the need to conserve that commodity. 

-4.0-
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"Petitio.ners do no.t deny the need to conserve 
energy may be considered by the commission in 
establishing rate spread. Rather petitioners 
urqc that the commission abuses its discretio.h 
whenever it sets rates for one class of users 
below cost of service and~ to provide sufficient 
overall revenue for the utility; sets rates for 
others above cost of service_ Because ~he 
utility's revenue requirement is based o.n cost 
(expenses plus capital return) and because, 
customer rates are designed to provide the, 
revenue requirement, it is apparent that con­
sideration by t.he cOrnr.lission of any factor 
othe: than cost. will result in some customers 
payin~ less while other!: necessarily pay more 
than cost. Havina discretion to. consider ,;factors 
other than cost, the commissio.n must necessarily 
create some di::.parity among users. Whether such 
disparity reaches the plateau of a.:rbitrary or 
discri~inatory actior. can only be dcte'rmined upon, 
a ::lore adequate recorc.and sufficic:lt findings 
following rCr.land.'" , ' 

For ::tanv vear::;, ~his Corn.":lission h.as used. the - - ' 

cost of alternate fuel to. establish a rate ceiling- for the inter-
:u"Otible customer rates in order to. 'O%"eser\;'e the market for" the .. .... '" 

overall benefit of the utility and its ratepayers'byauthori::ing 
ir.terruptible customers' ra.tes at the competitive level o·f 
alternative fuel well belo,~ the full allocated cost of· service 
for such customers. Needless to say; under those circUmstances, .. ,' . , " . , . 

neither eMi\., GM, no.r Edison accused this Commission of abusing 
, . 

its discretion by setting the rates for the interruptible'custo.mer 
below t.'le, full cost of service and the rates, for the non.inter­
ruptible customer above the full cost of service .to'p;r:ovic!ethc'" 
revenue requirement necessary to permit the. utility to earn its 
full authorizea rate of return. It is equally' nO,t an abu'se of' 

discretion for this commission to continue to. apply value or service 

(among othe:- conside:-a:ions) as evidenced by the ccst, of alternative 
fuel as a basis :tor cst.ab1ishing the levelofrates,fo'r, the i~;t.e:rrupt.iel\; 
custocer even though such a level is nowaeove the'fully allocated 
cost-of service. 
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Socal 's gas mix comes froe., several sources, with' different;' 

prices. The highes-: priced gas SoCal purchases is required: to se::'Vo 

~he lowest priority customer:;;' '~Acco:rdingly, the application of: the 

st:-ict ave:-age' system cost of.servic~ .as the sole . criterion for 
", , .' , ~ 

?:-icing gas t.o So Cal 's 16w pri~ori,ty customers is wi t.!?-o.ut· meri t~ 
Fu.:--:-he:-, it is neeess.a:-y for low priority cus,tomers both to:Oea:r, 

. , " 

-:-.he cos-:- of -:-he incr,cI:lentally higher priced. gas So,Cal purchases to 
se:"V'c the::1 ~"ld -:-0 receive a realis'tfic price' signal as to the curre:1.t. 

cos-:- of energy. By receiV'ing such'a price signal these large customers 

ca.""l, reassess thci:- usage, :-equire:nents and. have a true incentive. to: , , 

tailor thei:- operations, -:'0 th'e :nost. efficient use of energYa: nie, 

exist.ing ra~e desi~. carries that t.hem~ into practice for the 
residcn-:-ial cust.omer clasc as, well, by pricing. -gas such that., ,a 

high a:lour..t o~ reside::t.ial use by a,custOlr.er results in 'a su'csta..~tially 
higher :lonthly bill; -:-he goal is:that. t.hose 1.::s~$ like1fe 'have an ,." '.I! 
economic incent.ive t.o :-eassess ~heir energy ~~;r..f1~~ pract.ices, ther 
a:ld take measures -:-0 conser\·c. Accordingly, pricing gas for:Schedu1cs 

G~-3, GN-i." a..~ci CN-5 at t.he ~rice of alternative fuel asa· mea."'I.sof 
e:lco'J.:"aging ei'"~icient energy use is no,~ a coneep't, applied only to . 
-:-he class of indus~rial users. It is part 01-' :our overalleriergy 

. "\,,," " ,,' ",. . 
p:"icing poliey intended to encourage" con:;erva-ciono! a precious' 

natural :-esource. 

We price gas at. J.owcrunit rates ro·r residentialcustorne-rs 
b~cause -:-hey ha·.re limited ability and :-csources, to, convert to·alter~' 
na-:.ive fuels (t.heyare 3ccordingl-y: high prioritY' gascust.omers');aJ;so~ 
bei::.g t.he highest priori ~y users, ;,t.he: 'least expensive (and mos,t , 

desirable) gas SoCa:. pu:-chases logically serves such customers~ . 

"'. ,I 

-42-

/ .... , 

',' I ' 
J, 
j, , 
I 
I 

, I 

\ , 
I, , 
! . , 



• • A.$S724 ks * * 

i ' , 

Anot.her as~ct. o~ alternative energy,pricing for gas 'relates 
t.o t.he price signals that. industrial CU,stomers a.ttach to, their 
proeuct.s th::-ough prices. Low cost energy supplies mask the 
effect.s of energy intensive inputs on m..:mufact.ured go'ods, .. " 
This in turn encourages consumers in their use of'these'products. 
It.. is more appropri,,:ce tha:c 'the cost or gas to industrial, 
custome:-s be si:nilar to 'the costs of unregulated (or OPECre~­
la":.ee) ene::-gy sources so that consumer goods reflect the true 

i~pact of using energy costs. 
Finally, 'With respect 'to objections to pricing gas 

for low priorit.y cust.omers at or close to· the':alterna'tive price 
of 301 ternati ve fuel, the staff observes as follows, concc-rning . 
the pricing of ":.he incrcmc:'l':D.l quantities of gas. necessary to-:-" 

serve such customers: 
tfThe purchase of 'this discretionary, high priced 

g<lS :Lm?Oses on the Cor:-.mission a high standard' 
based 0:1 the cose of Northern Califo·rnia Power 
~~encv v. PUC, 5 Col J.a 370 (I9i?J.), becauseo,f 
'6 e effect on cOr.lp-etition.. Since this gas is sold 
exclusively to custocers with alternate fuel 
capabili~y it is i~portant that the price of .the 
gas no't be set so as -:0 allow an unfair advantag,e, 
to the gas u~ili r,.y ve:-s'Us oil companies.. The-
sale of this gas displaces fuel oil, reducing . 
de=and . for oil al'ld depressing oil priees." 
(Staff brief, p. 5.) . 
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. ... , "~" . 



• 
A.5$72J... EA/ks ** * 

• , , ,. 

The co=odity r~te- of 25.506 cents pcr'therm proposed by 
t.'lc, COnuUS$ion staff for Schedules GN':'2~ GN-3, GN-4:,. andGN':'S, is 

approx~tely 5 cents a therm less than the cost of alternate fuel 
I 

as developed :by the staff engineer testifying on alternate fuel, 

costs. Due to fluctuations in the ,actual price:_paidfor, alternate 
tuels, the staff considers its pro~sedrate will not provide an. , 

economic incentive for SoCal' s commercial-industrial customers to, 
~urn alternate fuels. SoCal agrees that the staff"s proposed rate 

design should not result in the loss of any, significant number of 

its customers to alternate fuels and' is willing to ac~ept the staff's 

proposal. Under these Circumstances,,. we are persuaded', as to- the 

reasonableness of the staff's pro,POsed GN-2 through GN-~ rate, 

schedule and will, therefore, adopt ,it forthis'proceediIlq • 
Furthertlore, the statf"s methodo,logy of apportioning the PGA 

revenue r~'ement on a unif.orm cents-per-therm basi,sanel the-
SAM and 'l'CAC revenue requirements on an equal percont-of-revenue 
basis Olppears reasonable ~t. this time and will be adopted for 
the reSidual revenue requirement a!'ter calculation o'!" CN-Z through . 
GN-5 revenues at 25.;06 ccntz per them. . .... _._-1>-

As previously indic:lted" we will ex'tcnd 'the poliCy, ot'two.- , ,.' 
. " " 

t.ier, No. 2 a."ld No. 6 al ternati ve .fuel pricing in subs,equen.t dec'isions. 
The stafr· s :-ecommendcd. r",tc lcvcl is·' placed in' effe,ct pendin.g>mor.e, . 

co::ple'te informa~ion from SoC~l and 'the staff in ~u'osequen·t. app'l:tcations. 
',' "," I .. 
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CMA notes that NGP~ prevides fer a. lump sum surcharge to. 
be levied en d:fined boiler fuel custemers up to. the appreximate 
level ef their alternate fuel cests. Under these circumstances, it 
is a:qucd that alternate fuel costs arc actually ceilirigs'on surcharges 
required by the NGPA and net the minimum rates .for boiler 'fuel sc'rvice_/ 

However, i~ is i\:.:-...her no~·~ci by CYoA that the provisions of NGPA \/'. 
are to he implemented in -the. future by a' rule to, be adopted by FERC" 

and that no such rule has been adepted to· date. 
Edison points eut that Section 20G.Cc)2 of NGPAspecifically 

exe:lpts electric utilities from its incremental pricing- requ'irements 
a."'ld is therefore inapplicabl~ insetting- the level of rates fer 

• • , • "j • . '.', ". ',. ,,' ," 

Ec.i~en. Edisen argues that co~tof service is the' proper basis 
for the design ef all rates,. including those for steam electric' 
generating plants,. and th~t the utilization of the cost of alternate 
!ucl as a basis fer establishing rates for Eciison results in its 
paying substantially in excess of. t.."le cost of service.. According 
to Edisen, paying rates substantially in excess of costs su.l:>sid~i%es 
the gas residential customer class and provides a competitive edge 
to SoCal to provide service to those customer appliances which can 
be served by either gas er electricity;.., With respect to- this latter 

, , 

cor..tention~ it miqht be noted that, in gerLeral,., gas a.ppliances: 
have historically had cheaper utility rates than comparable electric 
appliances, i.e., rangos, water heaters, space hea.ters, et'c_ , 

Currently effective gas and electric ra.tes may have changed with I 
respect to the relative level of cost differential but ha.';'e not changed. .. ' 

with respect to the direction of the- competitiveedqe. As preViously, 
summarized, one of Edison t s witne~ses presented evidence" indica. ting , 
that it was imperative :or Edison to· obtain firm commitments for-'; 

" . 
adequate fuel supplies to function properly and that, the extremely 
wide fluctuations in the supply of gas necessitates costlyarrang~ 
ments to economically utilize' unantic'ipated supplies o·f·gas. Under 

-45-
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'these circumstances, ~ccording to the testimony,' the charge 'for'gas 

to Edison should not exceed SO percent o'f the cost of al tcrnate'. 

fuel oil. In the recent past, the cost 0': gas was sufficiently' 
:Oelow the cost of alternate fuels' that Edison could pay . the cos-ts 

, .' 

associ~ted with using unanticipated supplies-of gas a~d still realize. 
:t:l. econo::l.ic ~dvan tage from burning such gas. Wi th the cost of gas 
to the ele,ctric utili ties predicat.ed on t.he exact cost. of":a1 ternat.e 

:uel y the bu:-ning, of una."lt.icip~ted supplies o.fgas cou!d cO~~~iv,o.bly 
be economically hal"':'lful,to· a."lel~etric' utilit.y~ because oilte-be ' 

delivered under long-term contracts would not. be take:n: ,and liquidat.ed 

da.":lage clauses (or underlift charges) would be assessed to the 

utility. Under these circumstances, Edisonts pOSition that the 

coomodi ty cost of' gas should not exceed so :percento£'the'~ indic:~ted 
,cost. of al t.ernate fuel for Edison is not unreasonabJ.e. . It,' is no-:ed,. 

ho·~ever~ that. 80 percent of the indic'a:ecd cost. of alternat.e fuel: for 
Edison closely ~ppro:d.mates, th.e 25.602'::cnts,pcr the·i-c.'actop':cedfor' 

Schedules GN-2 through CN-.4. Consequently, we 'Willalso,.'ado?t' 25,.602 
, ' ,:,"1 

ce:l'e.s pel" them as t.he commodity, cost f,or gas on ScheduXeGN-5 •. 
',"", 

Edison. argues t~at:si:oce o::ll~ the wh6lesalc' ~hdelectric 
stea.":l. gcner~tion cl<l.sses of customers bave contributed to: th~ SAM over­

collections, these ~o customer classes sho.uld divide the rOltc.· 

reductions created by such overeollect~ons be·tween them.. Such'.a 

::l.cthod. of rceuccd revenue requirement 'alloeation does not adequately' 
" ' 

reflect t.'le ~llocation. of inerca.sC<l revenue requirement incorporated' 
into the initial r~te design 'adopted in the general rate proceedi.ng. 

Had 'the sales forec~st in thdt proceeding-been accurate,. the 
I ~. , ' , 

apportionment of the authoriz:cd revenue increase' to- the wholesale' 

a."ld stcCiQ electric generation: custorn.ergroups would have' differed. 
I' .. 

s\:b$ta.."'ltially from the a.doptc'd results and might have approximated, 

t~c overall results presently', dcrivcdby the Clpportionment ·o·f the. 
i' .. 

SA..'1 :eVC:lUC rcc.uctions on a uniform percent-of-~evcnuebasis~" 
Accordingly, Edison "$ recornme;~d'ation on implementing the 'SAM,rat:t:· . 

reduction will not be ~dop'Ced~:. ',:: . .. , 
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Ammonia Producers' Rates 
As previously discussed, SoCa!' and the Commission s:taff 

" " 

believe that the Ammonia P'roa.ucers are not entitleato any special' 
rate considerations, CMA believes that if the ~,onia Producers t 

contribution to, revenue in excess, of the cost of gas is greater,than 
<.. . 

th~ aeeitio:lal res1l1tinq increase in rates to the rema::'r:.ing cu·storncrs, 
t.":.c Ammonia Prociucers r load' should be retained, and GM is fully 
supportive 0: the eo~t o£ seryice rationale cited by the Ammonia, 
Proeueers as one of the grounds for the rate relief· that they 
seek. Opposition to the grant~ing of thc-::requested special rate 
treatIn.ent is :baseC on allegoc.violation cf the proh.ibitions, aqainst 
diseriminator~" rates, the failure en the part of the Amr:lonia 
Produce:s to prove their inability to absorb,· increased 9.is costs, 
and the establi:hmen~ of a preccc.ent that, \\"'ill irrevoca:ly place· 
the Commission in the center of social ratemakinq .. 

It is of interest to note that SoCal and the Arn.'noriia 

P:'oducers utilize the following aut.hority to suppo'rt their . 
dia~etrically oppOsite conclusions: 

"'It is only unjust or unreasonable discrimination 
which renders a rate or charge unreasona.ble; and 
a utility may ~ without being au1l ty of unlawful 
ciiscrimination,. classify its customers or patrons 
on any reasonable basis, as accordinq to the 
pu....~ose fcr which they receive its service· or 
produc-:, o~the q..:antity or amount received,.or 
the different cbaracter of the ·service furnished,. 
and, sUbject to the general requirements of 
reasona~leness • • • make separate rates for 
each class or group,. even thou;h there is but one 
customer included therein.'" 
(San Francisco v Western Airlines (1962')2'04 Cal 
Ap? 2<:1 105, 140) 

-&7-



• • A.SS724 EA/kd wAlt. RDGw 

A:ccording to SoCal, the only reasonable basis to grant the Ammonia. 

P:roeucers' request would be a finding that a gas cost increase would 

drive them out of business and, according to the Ammonia Producers; 

a reasonable basis for a separate rate classificationex.ists because 
, . 

it is necessary to preserve a California industry vital to· california 

"" agriculture and thc gcnerZl.l welfare of the State. 
" 

A nu."':lberof factors distinguish the Ammonia Producers.,' from 

other customers and customer groups:' 

1.. They are the two largest customersservcdbySoCal on' 

Schedules GN-l through GN-4; 

2. They arc the only customers on SoCal's system that utilize 

nat.ural gas as feedstock to produce a product in compe'tition with, 

foreign competitors; 

3.. They are the only customers where the cost of ga's represents 

a major portion of the product cost: (approximately 6S percen,t) ; 
, 

4. They receive gas directly from transmissio:n lines 24 hours 

a day, seven days a week, all year long,. except when the- p.lant 

shuts down for maintenance- in January, the month ,0,£ SoCa.l'sg.rea,test 

ecmane; and 

5,. Thcy produce a product of unique importance to' California 

agriculture. 
" 

The testimony proffe-r'ed by officers of the Arm'nonia Producers 
, .'" 

i:ldicates that any increase in the cost of natural gas 

until t:"le price of ammonia rises sufficiently to' support suchan 

increase will result in the closure of the two remaining ammonia 

-4S,-
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plants in California and create a sh~~tage of nitrogen fertiliz~r' 
" ,'. 

in California for at least a three-yea:r period with sever,ed.ctri­

mental effects on the .:lgricul tural and gene,ral economy of the State. 
<.,.,:::, ~",P: 

The evidence of rccoro. also indicates f 'b:'owe;cr,. that Califo·rni'a. .-
.,Ii 

agriculture is dependent upon a.."M'lonia fertilizer. and that the 
.1". '~'. 

' . 

, , 
" 

. ,'~ 1,.. . 
.' 

t 

Ammonia Producers currently suppoly 4 0 p~cerlt of the' States:' require~ . ,,. 

ments. In view of this. dependence and:(;:as:surning it is true that other,:: : 
I ' , 

sources could not supply California needs'for at least. 3 years,. it 
to ''''", 

would, appear that the Ammonia Producers should be able' to·increas,e 

'their price to offset the increased cost o,f gas proposed in this ' 

proceeding _ There is no evidence in the record th,at. the' us.ers of 

am.-nonia, the California farmers,:; would refus,e to buy Califol:'nia pro­

c\lcec a:mno:'l.ia if the price was incrcas·cd. 

Even if the Ammonia Producers could not increase the price 

of am.-nonia to cover the incrco'lsingco'st of gas we would find. it , 

__ . __ .. .difficult to rationalize the continued maintenance. of a special gas 

rate. We recognize the importance of ammonia to California aqricUl-. 

ture, .).nd the importance of this' industry, to·· the CalifO:rnia economy, 

but many other industries are also· important to- our economy •.. The .' " 

plight 0: the Ammonia Producers is no,t a simple re'sult of escalat-

ing gas costs, but rather a combined effect of increasing gas' costs 

and lagging market prices. This type of financial squeeze. is· not 

uncommon in free markets. Increasing costs. of utility services 

undoubtedly affect the competitive position of many' bus,inesse-s 

ana industries imp-ortant to the California economy in addition 

to the Ar.I.-nonia Producers. To· isolate each such industry 

-49-
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for special analysis and consideration would be a task far 

beyond the capabilities o-f this agcncy and would place undue 

reliance upon markct fluct~tions in commercial product prices. 

For these reasons we have. decide·d to- rescind the temporary 

supplemental service rate authorized in Interim D .903,22. !hi's 

action. together' with our adopted' rate for seheduleGN-2~ will 

increase rates for Am::nonia. Producers by 20:. 7 percent.' As a re's,ul t~ .. 
the price of ammonia should increa:se by no more than 13.5 p-ereen.t 

(6S·.:~ercent of 20.7 pcrcent) .. 

We recognize that ammoni,'l is important to the California 
. ,. 

econot:ly ~ and that our decision to terminate_specia1ra1:e p,rotec1:ion 

for 1:he ammonia industry may cause problems of adjustmen1:. 

'ta."hether this issue is of sufficient impor1:ance to warrant special 

considera1:ion not afforded to other busincsse·s and industries 
,< 

is a de~ision best left to the Legislature. Our intc:l7im deci.sion 

in this proceeding informed the Ammonia Producers o'f our con-

viction 1:0 this effect. and gave them six months to, se:ek.a 

lei~islativesolution. In order to provide' furt.her time to. prepare 
. ,. ' 

for transition into 'Che generally applicable rates,.' res.cis-sion . 

of the temporary supplemental servic,e. rate authorized . in Interim 

D.90>22 will be effective on January l, 19$0. 

~~ ... ,~ 
-50- 'I~' :ir 

" ,iii, . 
. Jil' .. 

1 11\. 

:'·:t!i:·'· ' . 

'.' 



• • A.5S724 EA/dl Alt. RDG /ks * 

Solar Incentive Rates 

The cross-examinacion of che staff witness sp.onsoring 
Ii , 

a solar incentive rate indicated a lack of supporting'data,,:upcn 
" 

, I: 

which to base a competen't evaluation of the impact of such:;a ,rate 

on SoCal' s sales and revenues. the effectiveness oftheprr.:~;p¢s-ed 
,'~ I . 

rate in inducing solar installations~ the number of. customers,that 
';Jj 

might qualify for the rate. and the cost-effectiveness fac~'or of; 
1,1. 

, , ,I" 

the proposed discount rate. Consequently. we will 'not, aU'thorize: 

such a ra:c at this time. Furthermore. the subj eot' of .sol~tr 
,,' 

, . ' I" ~I: • 

incentive rates shall be raised and addressed not later than: in 
....... ---_.,., '. 

SoCal's next general rate proceeding. We are a."lXiousto 'cdnsider 
',: 

solar incen~ive rates and expect. such a proposal to, be made:' in 

i'ut.ure proceedings which would extend such incentives to, 

indust.rial and commercial as well as residential customers. 

'!he following tables illustrate' the adopte'a ':co:st : 

for the PGA. the adopted SAM revenue requl:rement,'" andGEAC:*evenue 
I ' ,iI. 

, ( 

requirement for the 12-month forecast period; and the adop~ed 

sales and revenue requiremen'l:s for amor'l:ization of thePGA::and 

SAM balancing accounts over a ~ix-month p,eriod' .. 

.' ' " 
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Through \t~ ferlod Endlr~ 12/)1/19 

(£:o:cl".;,i(r.& C1.::::,,} 

• :RU'f:lUf t\. J : • 
Sa1u :"/l/7~f.e.tes: 1(;.1, '?:~ven'~e:_ v,~ P~v~-,'~~ : TOC l'\even';e _: Total Ircreur _: 
(V.th) : (!o(~) :=rr®~c: r@J : (ys) illb~)s @ l(s/v~LiO:Jp.J) :T: 

1.971,111 1f~3,912 .Q~10 10$.%8 (.01341) (26,502) .0013q 2,650 .011204 83.1'*6 18,3 

l,2S9,C2} 219,7C'!; .06012 11,1;.96 (~) (f9"J8D .001"2 1.921 .QI..673, fJ>.236 2l.~ 

3.266,&:)0 7l3.t'lS.O%," 184."". (,013)3) (115,68) .<;>n"? ~,~11 .0.\390 1'*3,38? 19.~ 

1.051.'59 2la2.¢S, .o~ 59.386 _(.Ol\3<j) h .. ,1?8) • (101" 1,)513 .~353 to5,7/1 18.f 

&?2,% 172,19')' • ofkl ~ ,me ( .(2599) (21,3f>8) , ~128 1,053 .o\~36 31.681 2(}.1 
706,322 I'H ,~9 ,«..&Jl. ~8,Q19 ( .02~2't} (18,J57) • 00128 '~ .o\3}S 30,626 20.1 
286,}76 59,$'01 ,o6l;»j-i9,'9\ ( ,(2599) (1,\\3) • QCl128 367 .0%3)6 12,'16 2Q.l 

1,9%,~82 ?29,\)6'.ci.&n 74,612 (.02m) (28, ,11) • «1128 1,~ .QlI3)6 '1,565 20.7 
3,96%,085 8~!36~ - 2')1,0.9 <2MW ~j2t.1 .- 11~JQ63 20,2 

~ K , .... ~ 

93~.195 1~5l]16.0~ ';2,191 (~) (9,Oli7) , , ifIJJ7 ~5 .tJtm t.\.655 30.7 

. 8,\65.~ 1,1}l,~n - \~JS40 t (1\5.551) - 10,1).1 _ 3liQ,100 20.1} 

122,)98. 25,597 
1,697 ' 1.610 

130.09}_ 2'1.201 

,a,2?~,Tl51,1~,58Q .?~ "~,9'oQ (.OI75~) (1~5,551) • 00129 ~(j, 111 .• (ll.3~ 360,100 20.5 

)'\69 
,2Q ~~',l. p,eyenue 1, r{)2,9\9 n~ed fig-.ne) 

1/ tJ9~1 00\ t .. \~l~e ~.hndlllJ .eCOi.L'I\ ~r\tn\i(,'n fro. fabi~ 2,: 
,V J;fl,4¢~(6$ lAJu$u;en\ c)f~3 H.\h.-" " 
.: " • ~. J '., -. • - - ~ • - • 
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TABLE I-a 

So'Jtllun CdUorr.la CIS Co:,~r.y 

Aoonw f-'TE DmIG!i Y 
FOT the PeTI~ ~gl~nl~~ 1/1/80 

(ElI:du1lng Grb .... ) 

:!l:even'Je at ; • 
;Ltr.e: Sales :\/1/19?ates: f'GA F.eveme: Sol.'" !lever.'(;e Z!'CAe f'enr,ue: TOtal Increase 

(1-!!!!1_L (HH . ,-Wn.) S (HU :-Olth) (~}) : (11th): U:!Jl 'tIllih"LLJx$} ! :?:o. :Cless or Su"'(lce 

1 

2 

3 
1; 

5-
t;i 

1 

8 

9 
10 

11 
12 

I} 

1" 
15-

~esl;!e~lhl 

Lifellr.e 11 
!:onlUellr.e 

Su'Hotel 

Cvr-,l:eTcla 1-Irr1ust Tlal 

CN·l 

C~:-2 

Gll-} 

cs-\ 
CN-5-

Su";)total 

I/hoiesale 

T9t.al {)ale, 

£z.cbange R~venue 
Total p.ev~n1,le 

1,?17,117 ')},912 .05251 10},85} (.0l215) (2.5,211) .(01)1 2,5')1 ,04101 61,221 17.9 

ta~023 219.7811, 
3J~66J&;>o 133.696 

,05328 15.12" (~) usm) .001\5 1.869 .ruS<jl 58.1"0 21.0 

.Q~19 113.971 (.013l!) (~3,~10) .ool}? ".W> - ,0\285- 139,9'51 19.1 

1.05-1,'5-9 2~,985 ,~'1.620~) cn;m) .OO11tQ 1.\71 • ()lJ251 \',101 18." 
9\5.3\\ 191,187 ,(11..8)7. 6".}50 J.(2529) . (2\'569) ,00128 1,210 ,()'3)6 W,991 20.1 

. 106, J22 1\1,~? .(/:,&)1 \8.Q19 ( .(2592) (18,)51) .'Q0128 90\ .()\})6, »,626 20.1 

29\,()1J 61.511 ,<>6fY)12Q.018 (.02529) (LID) .OQ12? j16 .~3)6 12,nl 20.1 
. ' 

1.099.982 ~.\)6 .o6&'Jl 1~.<>12 (~) ~ . ,00128 1.'~ ,0\336 '1,565 2~.7 
".~\.lSQ_ 8J9,~ • -- ~ .. ,1,n ,.-- (93,\16) 5,}}1.- 'l16,6}!" 20.1 

93\,195 1'5,316 .~ 51.221~) (~) .CIXdt ~} .• 0\653 '''3,501 

8,295,175 ~,158,~ 
),\69 

• l,162,QIt? 

.CI~~ ,,9't.9Pt} (.01 ns1 (n5.~55) .0012') 10.71' ,<>43\0 m.10? 

C, (RN Figure) 

29.9 

20.5 

!I In~\\)i~. OS AdJu'.~!Ie .. t o{ -\823 Ntb 

!I ~,~ 119\ in~lude ba1al1~iM atCOUA\ 
,"~r:~ l~ti,9i;1 fror. 1a,b1e 2 . 

>-. '. c~ 
F 

~ 

.' 



I 
VI 
\.t.J 
I 

\ 

t f 
,Ltne. 
:tlo. :Ch~s of Service 

I Ruldentlei 

2 f.ltellr.e '?I 
) N9'nll fell ne 

" Sulltohl 

5 Co~~erelal-Ir~~strtel 

6 G:I-l 

1 Vbolenle . 

S T9hl Sdee 

9 ~ch'nte Revtn'Jt 

10 ro\el Rnenue 

TAatE 2 

Sou\htrn C811 fOt:lh Gu COClf'4Il).' 

AOOi'nD PAIANCIJ(" ACCW':" }.)t)R1IlA.TJON !I 
F'rI~ 6-/ll):llh l'erl<>1 S>J1Uq'Jtl1t. to r.Ufct.he Date of Ordu 

(F.xclUoi[nS OrnA 

,. :Revenue at , , . ' 
Sales :\/l/l')fUlU I ,,,.. .... p.C\'el1'lf I SAH Peullue : 
(mh) • (~$) . ,-WthV miL : =nlill--, '-(H?}--: 

.. 

, 
I Totel Inere.te I 

. ____ ~·:mth) I (KJ) I L' 

1,)l\,?U 281,265 • (208) 27 , )ftl (.6m2) (2-).1to) (.OO179)(~) ~ 
1(/r).691 10,0)1 

2,~.616 \10,)56 

,612,\9') 13),(02) 

'90,\65 16,311 
'3,181,&\2 ~,)~ 

1,578 

£'.61.91\ 

__ .Q2-.-l.!1.,.!J.!~ __ (&IDl ~.lliEL ____ n. ________ ~00200}1!L~nLJo.9t 
.~168 \~,19S (~ ('2.081) (.OOIa-/H~) ~ 

• 
.02168 1),219 (~l (15.218) (';'OOIfj)~) 

.02166 10,6n Qm'.?j) (~) .00\71 2,»8 

.02168 69,101 ( .o:?nl!) (72 ,t);) (-:oorroUL:El) 

eRN Figure) 

(I.~) 

).0 
(O.S) 

!I To be added to ajop\ed ra~e de.lgnln T.~le I. 
~I Ineluj~. C~ AdJustmen\ Qt .))}9 Hth. 
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XI .. FINDINGS Al.'1) CONCLUSIONS, 

Findings of Fact 
1. SoCal is entitled to additional revenues as estimated for. 

the forecast period April 1. 1979 through March. 31. 19;80 ~in the 

amount of $356.578.000 consisting of a PGA increase of $5\64 .. 048~~0.00! 
a SA..~ decrease of $218,185,000, and' a TCAC increas·e· o,f $J:.0'~715.000. 

2. The au thoriUl. tion of the above increase would offs,et 

increased gas costS and will not re·sult ill SoCal"s exceeding :Lts 
" :;.' , ... 

last authorized rate of return. 
3. The level 0·£' franchise fees, uncolleetibleexp.enses .. ·· and 

company use of gas varies with the gas supply quantities: So·Cal .:. 
• I' "', 

receives for sale. SoCal • s proposal to include allowance fo·r F&U"s 
in the computation of the SAI.'1 revenue req,uirements, mayb,e .ado'P'ted at 
this ti!'le subject to further review in the. nextoffs~t pro:ceeding.'· 

4. '!he revenue requirement reduction resultinifrom the appli,,:, 

cation of SAM results froo inaccuracy in the adop,tcd .sale.s' fo·r·c·case 

in the last general rate decision. which set rates for all 61as.s:esof 

customers; if the sales forecas.t had been accurate .. theappo'rti0tl.ment 

0: revenue requirement by that decisi'on ~ould tend to- b'esitnilarto' . 
the =esult occu=ring if present SA..1'v! reven:'uc re(rui.rem~t reductions. 
are made on a unifort:l'percent .. of-revenue 'basis ... 

5. The residential rates proposed by the' staff result in . the ./ 
recovery of costs a.nd a return on investt::.ent devo·ted to, se:rving. . V . 
t.he resident.ial custo:ner class. 

6. It ha.s not been demonstrated that the residential :rate 

design proposed by Q1'..A. and supported 1>y GM, would result in 
increased conservation by the :residential customer class·. 

7. The highest priced gas SoCal purchases serves the 10-west 
priori ty customers; wi t.hou t such gas those users, would have· to. 

use alt.ernative fuels. 
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• A.S8724 EA/kd/dl * Alt. RDC** •• 
S. The revised gas rates adopted herein will pro:v-id.c SoCal"s 

custol':'lers with an economic signa'l as to the cost of energy." 

9 . Gas rates establiShed close to' the co'st of alternate energy 

will provide incentive for commercial and i~dustrial.eustome'rs. to, 

maximize efficiency and conscrva.tion to the;r. use of energy. 

10. California c'lgriculture is depende:c.t upon the ammonia 

produced by the Arnmoni~ Producers. 

10. a. Ammonia Producers sho1J.ld be able to increase the 

price of a."tm'Ionia to offset the increased co;st of· gas proposed in 
this proceeding. 

10 .. b.. 'the current economic p;r:oblcms 0'£ the A.rnmonia Producers 
result from the combined effects of the escalating gas' eo,s,ts· and 

lagging prices for ammonia. 

10 .. c. Incrcc'lsing utility rates Undoubtedly affect the com-" 

petitive poSition of many businesses and industries ina.dditionto, 

~~C ~~~onia Producers. 

10. d. To isolate C.lch S1J.ch business and indu,g.try for separate 

a""l.alysis is beyond the capabilities of this agency. 

10. c. i'."hethcr ammonia production is. of suff,ieient ,importance 

to warrant speci",l consideration not affo·rded to other .industries . 

is a deci~ion of social policy best left to the Legisliblre:. 
. . ~," 

11. In order to allow the Legislturc additional, time' to, 

consider this issue we will defer 1J.ntil .January 1, '19S0: 1 rescission 

of 'the temporary supplemental service rate'for the Ammonia. l?'roduce'rs> 
. , 

:'2. If the arlortization of PGA and SAM 'under- or overcolle,ct'ions 
" . ,. 

il'l the bala....""l.cing account is made over a six-monthper:iod~ as' cOl'npa:t'ed 

to the twelve-~onth period now employed, there will be less build·.',:: 

up of large under- or overcollections. 

13. Large 'Under- or overcollections in the l?alancing accounts 

do not benefit SoCal or its ratepayers because a large undercoll.ecti?n 

impacts the utility·s cash flow and an overcollection should 

quickly be passed on to benefit ratepayers. ' 
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14. SoCal's proposal. to include es.tioated amounts for the 
?c-:ioG be:wec':'l the time of latest recorded entrie:s in the accountS 

a'!'lc th.e revisio':l. date to Tl".ake th~ .balancingaccoun't adJustment .looune 

as current as' possible should not be adopted " in an offset pro'ceeding~ 
such as this. This subj ect can more ?:-ope-:~y be addres,sed in a 
sene:-ic p:-oceeC:i~g that analyzes the proced;iJre eo be used" by-all 

utilities in offsetting purchased gas costs. 

15. SoCal 's p:-oposal to delete the TCAC procedure·' s,eatc.rncnt 

li~.i ting bi::'ling facto:- adj us tmen:: t~ nonlJ}feline usage would provide 

flexibility in futu:-e rate design de'cis ions '. 
16. SoCal • s ?ropos!l.l to provide uniform descrip,tive text: for all 

o!' i -:.s co:::".:~:odi -:.v :-a-:.e ac.ius-:.m/~nt. ~roccdures and· loca~e t.:hem in Sc6.t.ior. H .. '" . " . 

0: -=.1'I~ Preli:ninnry St.:'l t.l!'rn~.!n t... to~e~her wi t.h a $umrr,0.ry t.able se't.~in~ 
fo~h base .?-"lc. e!fcc-:.ivc r'.:lt.c~ o..."ld 'Che va::."'io~ co=-~odit.:rrilt.e adj\ist:::en~.' 

in.c~ :.:.::'cd ~:-'c:"e1n,. wo.u:.<! r'~S~ 1 to in cl t'!:lrer, more, easi:'y underst.ood' t.arirrs 
17. SoCal' s 'Oro~os\ll :1"'.0 t the PGA bcc.:llcula ted' in.t'i:le=ms, 

18. SoC~l 's propos a It.h:tt the PGA one GEnA b~l.:lncins ... ",djus tmcn cs . 

be ':\odified to ?:,ovidc for ..:'onpou,!'l.cing of l:n:c':-cs,t" as C'\.::rr C!'n ely 
pro ..... ided for in :hc SA:': J.nc rCAC p:-oposa1s would rcsul t inconsistency.' 

19. In co:n?~tint: :hc cOl'!'.:nodity !"a'tc adjustments, use of the 

la:es: ~onth :-eco:-ced a'::1ounts aV.1il.1b1c p':"io'':'' to: therevis,ion would. 

:-es'.!l t i:1 keepi:1;;' bal.:lncing account ac'c!"u:lls. at a leV'cl'rc-flec eiyc-' , ... , , 
~ 

of the !!lOSt· recent ex,pe:-lence. 
, 20. The s :aff' s p~opo$ec all,otment of the, adopted 'increase'd 

revenue require-ent to the v.:t'rious cus tomer groups. mo·difiecto 
reflect the tcm~rary continuation of ?rescnt rates to the A.m."nonia 

Producers, is reasonable and should be adopted. 

21. The cocnodi:y adjustme:1ts 'rcflC'cted .to Sk\{should 'b,e .. . 

alloeat:ed :0 C\,lst:omer classes on thc baSis o,f auniformpereencage 
:" 

of revenues rather than to thos,e custo~er classes who'se reeo-r:dedsalc's 
, ., 

diff¢ree substantiCllly from the adoptcd sJ.:les C'stimates..~;:', 

22. The inc'reases in 'rates and charsesa.uthori~~d her'ein:,arc 

-:easonab:'e and the present rates and charg,es. insofar" as 'they :,di.:(f~r', 
from tho-se preserib¢d herein. are fo:- the: future 'unj,ust and 

unreasonable. 
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23._ Proposed FERC regulations to carry out incremental pricing 

provisions of the NCP'A use a m'.llti-tier approach, b~sin9' alternate fuel 
cost ceilings on the cost of No. 2 oil, No. 6 low sulfur oil, and 
~o. 6 high sulfur oil in the relevant region .. 

24., The Commissi.:>n h."ls adoptee. a .policy of two-tier· al ternate 
~uel cos: pricing (based o~ No. 2 and No.6 oil) for PG&E. 

,.,. _ L" ~ ., 

25. Since there is .an" immediate need ··for the,··rate·· re'lief·, 
authorized herein the following order should be ef:fective,: the date 
of signature. 
Conclusions of Law 

1. '1'0 establish a special' ra:te on a continuing basis .for the 

Ammonia Producers would require us· to'pla;ceundue reliance.upon.Inar~et 
fluCtuations in the price of ammonia. 

I 
2. SoCal' s proposal to provide uniform descriptive te·st for 

all of ' its cor:unod,ity rate adjustment procedur!-s and locate them in 
Section H of the Preliminary Statement, together with a summary table 
setting forth base and effective rates and the various commodity rate 

"", ' 

adjust."'nents included therein, is reasonable, and should be adopted .. 
3.. SoCal ' s proposal that the PGA be calculated intherms·.' 

instead of Mcf is reasonable and should be adopted. 
4.. SoCal' s proposal that the PG;~ and CEOA balancing adjustmen.ts 

be modified to provide for compounding of interest· as' currently provided 
for in SAM and 'l'CAC proposals is reasonable .and should,beadoptco:. 

5. $ocal' s proposal to include allowances for· F&O' s· in the com­
pl,J:l:ation of th·e SA.~ revenue requirements should be adopted> at, this 
time subj oct to further review in the next offset proceeding'. 

6. SoCal's proposal to delete the TCAC procedure statement 

limiting billing factor adjustment to nonlife-line usage is reasonable 
and should be adopted. 

7. In computing the commodity' rate adjustments, ,the latestmon'th' 
recorded amounts available prior to· the revision date: should be used-. 

3. The staff's proposed allotrncnt, of the adopted increased '" . 

revenue requirementaJ:l.ong the various customer groups, mOdified"to . 
", ' .' .'"' + ''''' ," "'-",-,- "'-,,- ... ~---- ..... 

reflect the temJjOrary retention of present rates to the· Ammonia, , 
Producers, is reasonable lI.nO should be adopted~ 

I,' ~ 
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\ ' 

9. The coanodity adjustments reflected to SA."1 should be 

allocated to customer classes on the basis. of a uniform. percentage 
of revenues rat:her than to those customer classes whose recorde·d· 

sales diffe:ed substantially from the adopted sales estimate·s,. 

10. The increases in rates and charges authorized 'he,rein are 

reasonable and the present rates and charges. insofa.r as they 

differ from those p:ecribed herein. are for the futur,eunjust and 
u:l:easonable. 

11. The COt:lI:1ission concludes that the appl~cation g,hould be 
"" . . . 

8=an:~d to the extent set forth in the orde= which' follows .. 

o R D E R 

" 

\ 
I 

I 

T"" ... co 00l"l);' 2':.'"'1 ....... •• .,' , , 
_........ .w.J .... ,oJ"; ,",.1;)... ."j , 

::.. Aft.e:- t.he ei'fect.i ve dat.e of t.his order, Southern Ca~,ifor':J.ia\;;:, 

Gas Co~pa::.y (SoCal) is au tnorizec. t.o file t.he revised. rate, schedules '-'~' 
.'. 

at.t.ached t.o t.his ord:~r as Appendix A and. concurrent.ly to 'iii t.hC:ra'K anc. 
cancel it.s prese!".t.ly ei"i"ect.ive ;Ch;~d.ules. Such filing shall c:6m1'1y 
wi t.h Ge':J.era:' Order No. 96-A. The ci'fecti ve d.at.e of the revi:;~d, 

sched.ules shall be four days after the' date 0:''' filing.. The'revi~ec.q 

schedules shall apply only t.o service rendered on and a.fte~ t.he 
effective date thereo;. 

2. SOCal is aut:horized to modify the Prelimin'ary St.atemen~ 

por'tio::l of t.he 'tariff consist.ent with t.he Charges found reasonable· 
by t.he above Conclusio~s of Law. 

:3 • SoCal shall: 

(a) Ulld.ert.ake and co:n:plet.e ,a st.udy or the a1 ternate 
fuel burni~g capabilitie:s .;md practices. of its 
indust.rial customers wit.hin sixty days fro:n 
the effective date of this order. 

(b) ?ile with the, Commission's Gas 3ranch on a 
quart.erly basis a current. report on alternative 
fuel prices in it.s service territory~ including 
but not. limited to the delivered. price per . 
barrel~ lot size, BTU, and. sulfur content, the: 
<1'.- • f"'';· .. be d b N ' b .... ' 5 1979' ...... rs... .. ...... ng .. o ~ rna e y. ovem e ..... , ,. 

I 
, I 
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(e) In the next purebue4 gas expense oUset 
proceeding, present & proposal for separate 
rate SChedules tor service to customers with 
No. 2' and No.6 alternative tuel capability. 

'.' 

4. SoCal shall in1tiate the formation of a cOmmittee under the 

general ease for SAM,., C.1026l, to d.evelop, consistent balaneiDg' account proeed.ure~ . 
. , , . 

for all gas utilities.. This is in view ot the dispe.rt1y 1nproceduresamong. 

the various gas utilities util1%.1l2g SAMbala.ncicg accounts,. This eOmm1tt~ 
, .~. 

sball eonsis't or representatives or the gas utilities, and Commission starr" and: 

sball meet ... ·ithin sixty 4&ys !rom the etteetive date or this ord'er. 

1"he effeeti ve date of' this order is the da.te hereof. 

Da":.ed., ___ S_E_P--=1~2;;..'.a.:19791LL11L-. ____ ' at San Freneiseo" Ce.l1fornia •. , 
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Page 1 o't 2 

Soutnern Califorai& Gas Co~~ 

• 
FIRS! 6-MONl'K PERIOD SiJ'BS~U'ENl' 'l'O EFFEC'l'IVE DATE OF ORD~ 

1. St&tement o't ~tes (~ per therm). 

: 
: 
: 

: Bl\Ge y . . 
0' : Ef:r ec:t 1 ve 0 . .' 

: Com.-nod i t.:." : '. :' Com:~od:it'f::, . ' . ,.' , 

~ o! Se~ee : 'R1'I.t.t'!c PCA : SJl.M' , :CEDA :TCAC : Rates' ,..~ : 

Residential (crt, CM & CS) 

!.it'eline 16.387 7·592 (~.:"?j.2) .257 .135 20.7'36' 

~on11!e1!.ne 

F:t:-s~ Bloek 20.L.S7 8.434 (4.041) ·~57 .152 25.289 

Exees:: 25.887 &.434 (4.()loIl) - .257 .152 30.689 
XO!l. --e::i <ie:l'~,:' 301 

26.215' CN'-l 22'.02!) 7.~7 (~.b~) ..,e",:- .140 _"-; I 

C~:-2Y 20.913 6.807 (2'2~~) .2>,7 .128 25.,06 
C~-3 ZO·9:~ 6.807 (~) .257 .128 25~506; 

G:\-4Y 2C.913 6.807 (2.5°9) .257 12~ 2,'.506·, • v' 
" 

,.... c: 
oJ~~- " ~O.~t; 6,.807 (2.529) .257 • .1..28 25.'505-

-,;'!lolesnl'! 

c-60 :~-S5f 7.647 (~) .25.., .094 ,19.938, 

C.-51 

~e.;'Jla:- 14.595 7.61.17 (2.61C1} , .257 ' .094 19·975 

?ea;':in~ 16.600 7.647 (2.b1"B') .257 ·094 2'1·980' 

y' A: o!' A?rll 1, 1979 ye:- :Jo.e:i ~i.I·m No. 90105., 

~ ~Ai~ Pr¢ducer~ ('l'e~~'~~~J $upp1emen~l servi~e). 

GN-2,. GN-4 20·913 o o .251 o 

(Red. Figure) 

2. Appl!.en,n";: e!'~ec'tiVt'! eomood.ity rates are ehanged t.othe1eve1or extent, 
sho-..rn in this ll.:Pl>Cnd.ix. Sehedw.e 0 .. 30 rate: to be inereased. eo:nmens~t.~ly 
with Sehe<!ule GN-1. 

3. Appl1~t.s eusto:er eha:-ge: 3.nd dem:l.t'ld. eha:ges are unehAnged.' 

,,', 
' ...... 
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Pa.ge 2" of 2 

Soutbern CR.l1!'orni& GMCOmpM~' 

• 
S::COND 6-MON'l'H POOOD STJBS~UEln 'to EFFEC'l'!VE DATE OF ORDER 

1. $'tat.etnent. of Ro:tc: (~. j:)crt.herm) -, 

. Bn.se y : . . 
~ .. " . 
: Cornmoc!.i ty : : :. ' . : . 

l'YC o~ Service : Rates : PGA SAM ~GErA :TCA.C' .:' 

Residential 

Liteline 16.387 5~509 (1.373.)~ .257 .135 

Noilltcline 

F!.r::t Bloc..'t 20.487 6.121 (~), .257 ,.152:,,' ., 

txe¢$~ 2'.~7 6.121 (1~52b)' , .257 .15Z' 
Non..'"'esidcn";ial 

GN-1 22.025 5.J..79 (1. ~9) ", .257, .140,': 

CN-2Y 2'). S'13 6~80i (2.592) .257 .128 ' 

GN-3 2Q.~13 6.807 (2.599) .257 .. 128:,' 

CN-4Y :::o.~13 6.807 (2'.599') ·?5i .128. 

G~-5 20.'j13 6.807 <2:599") .257 .128·. 
• ... ·bolc!:ue 

<;-60 14.558 5.479 (~) .2)7 .094 
G-61 

Reg-..:.la.: 14.595 5.479 ( .921) .257, .094 
Pear.ing 16.600 5.479 ( .92'l) .257 .094 

Y As 0'£ A:p:-!.l 1, 1979 per Decision No. 90105. 

y AmmoniA ~oeucer~ ('l'cm:po~··Y SUj:)j)leQental Service) 

GN-2~ CN-4 o o .257 o 

Ertect.i ve . : 
Commodit.y. : 

Rn. t.e::i· .' 
0 

.,.' 

20·9'15,···· -. 
' . , .. ,,':.' .. 

" 
) "~;, Il' t .... :. 

~~J.a9: 
30~889~' ' 

. ,"" ',' 

' ., .' 

26.532' 
25.~505,: 
"25~'505. 
25.506:'. 

'. 25~:506 
"';.:'" 
<, 

.:i9·~467::· 

19-504 ' 

21.509' 
", 
'0 ' 

2'1.17 

2. Al'Pliea.r.t.s e~reeti ve com:toe.i -:y r~te:s Ilre chQ.nged. to the levc-1 or ~xtent, 
:bo-.r.l in 'this lI.ppencU;t. ::;C:hecl.ule G-30 rn.tes to 'be inc:reo.sedcommensuro.te1y 
'w'i't.h Sehedull! GN-l. ' 
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A. 58724" Deeision No. ~90.:,,;8;.;;2;;.;;2;.-. ___ _ 

COMMISSIONER CI:.AIRE 1'. DEDRICK, eoneurring: 

I eoncur in part and dissent in part~ 

It is reasoMhle to. ask the le9'islClture to decide' if' the Clmxnonia.: 

indusUy should :be 9'iven ptioritytreatlnent. However, we should give the 

eompcies a. reason"J:)le time period in which to seek legislCltion.'· 'rhemajority 

feels that J~'\'JJlr;l 1, 1980 is ade<:z!.1Ate. My own 'expetience with the .le9'is1ature 

makes me :believe that that is too- little time., 

'l'he'minimum peri04, I think,. wol:.ld be ~ehl" and even that wOl:.ld 

~e an urqeney statute • 

. ~lJJ~· 
CLAIRE T. DEDRICK,. COllUn.1.ssion :r,.. .", ., 

September 12,. 1979' 

... " 

.. ' 



A. 58124 

COMMISSIONER VERNON L. STURGEON~ Dissenting 
\..., 

I concur in part and dissent in part. The best . 
arguments against the posi'tiontaken by the Commission today 

with respect to the plight of the Ammonia Producers: .are· .t~e 

sp~cific findings that. were made by the Administrative taw 

Judge who- heard the extensive evidence on this is·sue ... ·· I have' 

attached those to this dissent. 

San Francisco, California 
September 12, 1919 

~./~~ 
.. VE~ON L .. ·StURG~ ';'.' 
. . Commiss.ioner . ' . ,,", 
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.• A.58724 ei/ks .. 

8. The reviseci gas ra'tcs adopted he:'einwill pro,vide SoC~l "s 

customers with an economic sigt'"",1.1 as to the cost of. cnc::gy. 

9. G.ls rates· established closc to the co·st o·f' alternate 

energy will provide incentive fo:: com.'1lercial and industrial customers 
:0 maximize efficiency and conse:,vation in their.usc of energy; 

10. The Ammonia P':'o<iuCC'l:'S .lre uniquc.3nd ciiffercl."l,:from SoCaI.'"s 
othcr customers and custooer classcs on the following b-ascs: 

a. 

b. 

C. 

d. 

e. 

They are: the two largcs t cus tomers se'rv('c 
by SoC.:tl on Schedules GN-l throcgh G:t; .. 4. 

The .... arc the onl v customers on S.oCal' $, 

systc!'l't that u:ilizc natur.:tl gdS as fccd-
stock to produce 'a product in com?eti~ion 
with forei~n competitors. 

They arc the only custor.:.ers ;'''or who::: tho;: cost 
of gas :,cprc~cnts ~major portion of the 
?=oeuc t cos t , . 

Thev receive. h:'lS direcclv from :~ansmis;sion 
lines '24 hou'rs .3 dav" $~VCrt d.:lvS a week. .' 
all yC.l':' long. except wl''H::n the' plant- is . 
shut ciOWTl :0:' o.'lintenartcC in Januarv .. the 
t:lon:h of SoC~l' s g:-e<J:cs t Cemand. • 

They produce :l produ.c c """~ose abscnc'~ can 
h.'lve a pronounced .ldver~c effect. on ,the 
general econorr:.ic wcll~bcing o·t the 'S,'tatc 
asa whol,c. ~ 

11. The tcmpo:'ary continuance' of present ra:tes to,' the Arnrnonia: 
Producers to retain them on the system wo,uld :-csul t. in the' ma:-gin 
between revenues received and the avc':':lgecos t of gas redo~"ncling :0 
the b-enefit of the syste~ 't'.ltepayers .lS a,whole. 

12. If the a'Oortiz<::tionof PGA and $,t\:{, uncler- o'r overcollcctio'ns 
in the balancing account is T'.lade over a 'six...;mo·nth p.crio,d .. as. ~ocp'ared 
to the ~elve-conth period now emp10ycd. :~e:,e' ...::t11 be lcssb...ii'ldup 
of large unde=- 0:' overcollections, 

13. Large under- or ovc,:,collec:ions in the balancing .'lccounts 
do not benefit SoCal or its ratepayers bec.1.use 4l large u~<i'e'rcollcction ,. 

impacts the utility's cash flow and an overcollection. $.ho,ulc quiCKly 
be passed on to benefit r~te?aycrs. 

-5,-


